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Drawn by Thomas Birch and engraved by Samuel Seymour, 
the view reproduced on the front cover shows the City of 
Philadelphia in 1800. Not until the following year was the 
nation’s capital moved to Washington; Philadelphia still 
retained the political primacy gained with the signing of 
the Declaration of Independence. . . . More than a century 
before it had been William Penn’s order that the city be 
founded on a site “most navigable, high, dry, and healthy.” 
Philadelphia in 1800 still rivalled New York in commercial 
importance. .. . The large tree which dominates the cover 
engraving is the well-known Treaty Elm, under which 
Penn made his famous compact with the Indians. . . . This 
print from the Phelps-Stokes collection appears through the 
courtesy of the New York Public Library. . . . In the recent 
photograph shown above is downtown Philadelphia, viewed 
from the southeast. Within the years bridged by the two 
illustrations Pennsylvania's first city has grown from a com- 
munity of 40,000 to a metropolis of about 2,000,000 persons. 
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HE thinking busi- 

ness man gets little 
comfort or satisfaction 
out of statements attrib- 
uting all of our labor- 
capital difficulties to com- 
munistic activities. No 
doubt these forces aggra- 
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CAPITAL AND LABOR 


HENRY H. HEIMANN 


Executive Manager, National Association of Credit Men 


What concessions will management make to labor 
and in turn what responsibilities will labor accept, to 
the end that industrial conflict be lessened in the 
public interest? Here a business man suggests the 
nature of the compromise which will emerge. This 
is the fifth of a series of articles presenting the personal 
opinions of men whose backgrounds and beliefs have 
created decided, and often conflicting, convictions. 


failure to recognize that, 
with the new industrial 
mass production set-up, 
wage earners were en- 
titled to bargain collec- 
tively. Unfortunately, 
however, we were think- 
ing in terms of previous 


vate the problem, but the 
real cause of capital-labor unrest is more fundamental. 
It lies deeper than professional agitation. 

As a former industrialist, with fifteen years of expe- 
rience in dealing with labor, I feel that we in the in- 
dustrial world should recognize our contribution to 
the present unrest. Neither labor nor management 
is entirely blameless. It may not be popular to admit 
our errors, but a frank confession of our faults gives 
us the moral right to criticize certain present unfair 
labor practices. 

The greatest mistake we in business made was our 








collective bargaining ex- 
periences so that the very words “collective bargaining” 
were anathema to us. As fair as we tried to be and as 
anxious as we may have been to see the wage earners’ 
viewpoint, we must confess that we contributed to the 
unionization movement. 

Too often we gave courteous but cool attention if, 
for instance, two or three of a group of several thousand 
employees came requesting higher wages or shorter 
hours for the group. The demands may have been 
granted. But a sense of incompatibility was too fre- 
quently a residue. The men felt that management, 














when it said it did not want its workers dissatisfied in 
their work, was actually expressing an invitation for 
them to leave. Management felt that these men might 
prove to be troublemakers and there was a subcon- 
scious reservation held against them. 

Time passed. A professional or- 
ganizer, either of the agitator or of 
a more conservative type, came to the 
plant and organized the nucleus of 
a union. He came to the manage- 
ment at a strategic time when orders 
were heavy. Skilled in approach 
and sometimes threatening in his 
demands, he not only got a hearing, 
but forced a compromise. 

The reaction on the part of the 
workers whom he represented, as 
well as those he did not represent, is 
obvious. They felt that an outsider, 
who did not fear for his job, could 
get results. Was it not natural for 
them to say, “we were unsuccessful, 
but this outsider came in and got 
what he was after. If we are smart 
we will let him talk for all of us.” 

Industry erred when it failed to 
recognize the necessity for collective 
bargaining, when it obstructed or- 
ganization by loyal workers. By making outside 
organizations seem desirable, management overlooked 
the best labor peace insurance possible. 

Let us analyze another factor leading to troubled 
relations between management and labor. Well- 
intentioned, industry sold stock in the firm to its em- 
ployees. This gave them a share in profits and seemed 
a fine move. But it overlooked the fact that the aver- 
age wage earner has other responsibilities before he 
assumes ownership of corporate stock. They include 
a home, life insurance protection, and the equivalent 
of a year’s salary in a savings bank in order to ride 
through storms. 

The stock, which we assured the worker was to be 
an umbrella for protection from the rains of adversity, 
became merely a sieve during the depression years. 
Regardless of our good intentions, regardless of the 
fact that management and capital suffered in the same 
degree when income from stock was not forthcoming, 
it is understandable that employees soured on the 
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theory of management’s infallibility or near-infallibil- 
ity. With little or no work, with savings wiped out, 
with the mortgagee of the home threatening fore- 
closure, it is easy to understand how resentment 
against management and capital de- 
veloped. 

Labor organizers could also point 
to certain facts in support of their 
claim for the need of organization 
for almost every labor advance has 
been won only after a stubborn battle. 

First, the right to organize was 
against the law. When that was 
gained, striking was illegal. When 
strikes were held legal, picketing was 
still denied. In time labor won the 
right to picket, and the right to mass 
picketing. Then the use of injunc- 
— tions against labor strikes was de- 
clared illegal, not only by the Federal 
Government, but also in sixteen of 
our States at present. Workmen’s 
compensation, working conditions, 
and other measures of a similar type 
were won after a long fight. And in 
recent weeks the Wagner Act deci- 
sions by the Supreme Court consti- 
tute another tremendous advance. 

If we look back over the past century and a quarter, 
since the industrial revolution took hold, we can see 
that until recently labor has often had a justified basis 
of complaint. But the source of this complaint did not 
arise merely from industrial selfishness or a blunt dis- 
regard of labor’s interest. It was an inevitable accom- 
paniment to the unprecedented growth of industry. 
History had no similar development which could be 
studied and from which sound policies might be 
formulated. 

But in recent years the majority of industry is en- 
titled to credit for its efforts in connection with labor. 
During the depression years it dipped into the surplus 
for billions of dollars in order to maintain plant oper- 
ations which provided at least some measure of em- 


His ac- 


ployment. 

That there is recognition of the sincerity of industry’s 
interest in its workers, is evidenced by the fact that when 
the illegal sit-down strikes occurred recently, public 


opinion began to shift somewhat away from the labor 
side which it has supported strongly in recent years. 

I am confident that out of all this labor turmoil there 
will come legislation enabling capital and manage- 
ment and labor to work on a peaceful and equitable 
foundation. Forecasting is a delicate and thankless 
job but I believe the following points can be looked 
upon as indicating the type of solution we will have. 

1. Labor will not be considered a commodity. 

2. Child labor will have no place in industry. 

3. Reasonable laws regulating hours and wages 
will be enacted, with reservations for apprentices and 
emergencies. 

4. Collective bargaining will be followed. 

5. Employment on an annual basis with assurance 
of fifty-two equal weekly pay checks will grow. 

6. Healthy working conditions and vacations with 
pay will be scheduled. 

7. Labor organizations will be responsible just as 
business firms are for their acts. 

8. Publicity on union income and expenditures will 
be required. 

g. Respect for law and order by labor groups will 
be a fundamental necessity. 

10. Certain public qualifications may be demanded 
of labor leadership. 

11. A general policy of concili- 
ation, mediation, and arbitration 
will emerge. 

In any controversy between capi- 
tal and labor it must not be forgot- 
ten that the interest of the general 
public transcends the special inter- 
ests of either group. Some of the 
above points will not meet with 
favor in labor organizations but 
their members will come to insist 
upon them as safeguards for their 
own protection. 

In this connection I believe it is 
pertinent to present a program of 
labor legislation by outlining our 
method in the Railway Labor Act 
and that of the English in their 
Trade Disputes Act. Each of these, 
it is interesting to note, was passed 
about the same time a decade ago. 
In the British Trade Disputes and 
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Trade Unions Act there are some pertinent provisions. 

First, union funds cannot be used for political pur- 
poses unless the individual member agrees. If a po- 
litical fund is solicited, a separate accounting must 
be kept. 

Second, strikes and lockouts are illegal if their object 
is other than the furtherance of a trade dispute in the 
industry in which the disputants are engaged. Sym- 
pathetic strikes are also illegal as are those intended to 
coerce the government directly or by inflicting hard- 
ship on the community. 

Third, persons refusing to participate in a strike can- 
not be denied rights accruing to them in trade unions 
because of this refusal to participate in an illegal strike. 

Fourth, picketing is illegal if done in such numbers 
or in such a manner that it intimidates workers or 
causes a disturbance. 

Fifth, Civil Service employees cannot join any group 
whose primary object is the influencing of wages or 
working conditions unless such an organization is ex- 
clusively composed of Civil Service employees and has 
no afhliations with prohibited organizations. 

Sixth, membership or lack of membership in a trade 
union cannot be a condition of employment or a basis 
of discrimination. Indeed, any contract which re- 

















quires employed people to be or not to be members 
of trade unions may be voided. 

Seventh, persons breaking a service contract with a 
public authority, with reason to believe it will cause 
injury to the community, are subject to penalty. 

Eighth, the Attorney-General, or any person having 
sufficient interest in the relief sought, may obtain an 
injunction restricting the use of trade union funds in 
support of an illegal strike. 

These points summarize the principal provisions of 
that act. It must be evident that with the right to col- 
lective bargaining by labor recognized nationally, 
commensurate labor responsibilities must accompany 
such recognition. 


ON THAT POINT, our own Railway Labor Act sets up 
some significant precedents, providing for a system 
of voluntary conciliation, mediation, and arbitration 
through the following program: 

1. It outlaws company unions and insures freedom 
of selection of labor’s representatives. 

2. It establishes the National Mediation Board to 
settle disputes among employees as to who is qualified 
to represent them. 

3. It provides for a serving of notice by the group 
desiring a change. Within thirty days there must be 
a conference between the two sides to negotiate the 
proposed change. 

4. If this conference does not bring about an agree- 
ment, either side may ask the National Mediation 
Board to serve in the dispute. The Board may also 
proffer its services in the absence of such a request. 

5. Ifthe Board cannot mediate an agreement, both 
parties have available voluntary arbitration of their 
differences by signing a contract to arbitrate and to 
regard the resulting awards as final and binding on 
both sides for at least one year. 

6. These awards are filed with the District Court. 

In those steps there is an orderly progression from 
voluntary conciliation to mediation to arbitration. It 
has been the general experience under this system that 
many of the disputed issues are solved through the first 
step, conciliation. Sometimes not all points are cleared 
up, but it has been found that the second step, media- 
tion, generally will handle the matter and that where 
there are still one or more points in dispute after 
mediation, arbitration is usually successful in fully 
clearing up the trouble. 
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But if this process of elimination does not settle the 
disagreement, and an act by either group threatens to 
interrupt commerce or transportation service, the Na- 
tional Mediation Board can ask the President to ap- 
point a special fact-finding board which is empowered 
to investigate the whole matter and which must report 
to the President within thirty days. This allows for 
the entrance of public opinion which can be an im- 
portant controlling factor even though this final fact- 
finding body cannot force a solution. 

One other important part of the Railway Labor Act 
sets up the National Railroad Adjustment Board 
which settles disputes arising out of the interpretation 
or application of agreements between the railroads and 
their employees. 

Under the procedures established by the Act 200 
serious disputes have been settled since 1926. There 
has been no major strike on the railroads in that time. 
And in April these procedures were twice used by the 
President in seeking a solution to threatened strikes. 

In view of this record, the principles should be 
thoroughly investigated if and when we consider en- 
actment of a national labor policy for all industry. 
Under such a system, while the dispute is in the process 
of settlement in any of the three steps of conciliation, 
mediation or arbitration, current agreements are in 
force; there can be no cessation of activity. 


ONE REAL OBJECTIVE Of labor, which many indus- 
trialists do not completely recognize as yet, is to get 
an increased wage sliced out of industrial earnings. 
In some instances labor will succeed for there are some 
firms that could perhaps pay labor a larger share of 
the earnings. However, all industries cannot do so. 

A second objective, at present, of union organizers 
is the check-off system. To this industry should say, 
“We do not propose to permit our facilities to be used 
as a reservoir for the rake-off chips to be dumped into 
the coffers of the labor organization. If our men feel 
your services to be worthy of your fee, they will pay it 
of their own volition. If you are unable to sell the idea, 
we do not propose to bludgeon them into accepting it.” 

Finally, let it not be overlooked that if the present- 
day worker thinks he is in a difficult plight let him 
look at the numerous white-collar workers. It is this 
large class of inarticulate people which is being 
crushed. They are the real victims of the sit-down 
strikes and the labor-capital conflict. 





BUSINESS BIRTHS AND DEATHS 


THE THIRD ARTICLE REPORTING A SPECIAL RESEARCH PROJECT * 








URING the first six months of 

1936, there were 199,000 new en- 
terprises reported in the sections of 
the economic system covered by the 
Dun & BrabstreeT reporting system. 
In the present article, this tremendous 
stack of birth certificates is examined 
with regard to the type or form of 
organization shown in the record. The 
grand summary is as follows: 


—New Enterprises 








Thousands Per Cent 
Individual Proprietorship... 142 71.1 
Partnership 33 16.6 
Corporation .. 23 11.6 
2 a ERE aes ee ee I By 
WORE eaters sug oe oe 199 100.0 


The picture is dominated by indi- 
vidual proprietorships. Surprising to 
some will be the fact that the number 
of new partnerships exceeds that of 
new corporations. The small “other” 
group consists chiefly of enterprises be- 
ing operated by estates or by receivers. 


* An article in the February issue described the project 
and discussed the general results. A second article in 


the April issue, discussed the rate of turnover by economic 
divisions. 





WILLIAM A. ROTHMANN 


Research and Statistical Division 
Dun & Brapstreet, INc. 


It should be emphasized that the tabu- 
lation is based on each enterprise being 
taken as a unit, without regard to size 
or economic importance. 

The individual proprietorship is usu- 
ally born without formality or legal 
supervision. The proprietor may be 
required to obtain a license, as in the 
case of a restaurant, but in general there 
are few obstacles, and anyone with the 
urge and the necessary capital can go 
into business most easily. 


Why Partnerships? 


If all enterprises were small with 
merely local markets, there would be 
need for little else but these individual 
proprietorships. But modern techno- 
logical developments and concentration 
of population in single market areas 
have encouraged lar ger enterprises. 
Obviously, when the burdens on a 
single man become greater than he 
can carry, either in terms of capital or 
responsibility, his first thought is to 
find another individual with whom he 
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can join forces. Thus the partnership 
emerges. Since any such arrangement 
involves mutual contributions, obliga- 
tions, and privileges which must be 
defined, a partnership rests upon a con- 
tract between the partners. This per- 
mits wide flexibility, since the terms of 
the contract can be adjusted to meet 
any particular case. 

The unlimited liability of the 
partners like that of an individual pro- 
prietor, and the limited life of these 
enterprises, led to the rise of the corpor- 
ation. Here, the state enters into the 
picture, providing a formal birth cer- 
tificate, a charter. The most significant 
characteristics of the corporation are 
its permanence, since it is not affected 
by the fortunes of its owners; its limited 
liability, since an owner is not involved 
beyond his direct investment; and its 
flexibility, permitting varied methods 
and types of capital structure, accord- 
ing to the particular circumstances. 

A consideration of increasing im- 
portance, bearing on the type of organ- 














A—Grouped by type before change. 


B—Grouped hy type after change. 


PERCENTAGE DistRIBUTION OF Types OF ORGANIZATION BEFORE AND AFTER CHANGE 
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J. Distrisution or New Enterprises, ExcLupinc SuCCESSIONS, 
BY Type OF ORGANIZATION AND BY INDUSTRY Group 
(Percentages—Data for first six months of 1936) 
Indi- Partner- Corpora- _ . ; Indi- Partner- Corpora- 
MANUFACTURING vidual ship tion Other WHOLESALE TRravE (Cont'd) vidual ship tion Other 
BS ewe striae ets acuieaiecuecss 55 16 28 Automotive Products................4+ 54 22 23 I 
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Paper, Printing, and Publishing. ......... 56 16 2% ores — —_ 
(Chemicals and Drips... 6.2... oleae ss 38 16 45 Total Wholesale Trade............. 54 18 28 I 
Oe Te eR ae a Ore eo 23 22 55 ‘ 
Leather and Leather Products........... 32 18 50 Rerait TRADE 
Stone, Clay, Glass, and Products......... 42 $ 40 I calls SA, Mata ee .., 84 7 3 . 
epi esses swash eee shinindx ks 29 i e Farm Supplies, General Stores 79 16 4 
Machinery Roa a ears tee ee 45 gi = General Merchandise: < 0.25.55 66250 e esc 72 13 II 4 
Transportation Equipment.............. 48 15 37 Manarel ok es e 
mye : : ae Appar¢ BEES ee erates eee 73 15 12 
A se aaa chal o4 se = Furniture, Houschold Furnishings 74 18 9 
: : ight ve -—_ Lumber, Building Materials, Hardware... 64 21 15 
Total Manufacturing.............. 50 18 32 h 
: Automotive Products 81 14 5 
WHOLESALE TRADE PRGSGA NIE ANNES oa oc 25th 5, wpe te nuetee/olnayshnloisee 82 13 6 
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II. Type of ORGANIZATION OF SUCCESSIONS 
BerorE AND AFTER, BY Mayor Inpustry Groups 


(Percentages—Data for first six months of 1936) 


(New Type oF ORGANIZATION——, 
Indi- Partner- Corpora- 
vidual ship tion Other 


From INpivipUAL PROPRIETORSHIP 


Manufacturing ........ 38 29 30 3 
Wholesale .......... 34 28 36 3 
| a ae ee Pre 73 20 6 I 
Construction. 6.652.605 27 40 31 2 
Commercial Service. . 64 2 10 2 
ROGER ocr S te 68 21 2 
From PARTNERSHIP 
Manufacturing .... 45 20 35 I 
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From: CorPORATION 
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ization, is the tax structure. Since 
different tax procedures apply to the 
different forms, the relative burdens 
which must be carried may be the 
dominating consideration in border- 
line cases. 

For the purposes of analysis, the new 
enterprises have been divided into those 
which do not appear from the records 
directly to succeed already existing en- 
terprises, and the cases of successions. 
There are 122,000 cases of the first type 
and 77,000 successions. 

The detailed record for new enter- 
prises, excluding successions, classified 
according to different branches of eco- 
nomic activity, is shown in Table I. 
In general, it is apparent that the in- 
dividual proprietorship has the highest 
percentage (80) in retail trade, closely 
followed in construction (74) and com- 
mercial service (74). However, for 
wholesale trade, it drops to a proportion 
of 54 per cent and for manufacturing 
to 50. These differences correspond 
closely with the usual scale of enter- 
prise in the different economic groups. 
As one might expect, the importance 
of corporations is a reverse picture, 
varying from 32 per cent of the manu- 
facturing cases to only 6 per cent of the 
new retail enterprises. Partnerships 
show less variation, but follow the 
corporate form in their deviations. 


Consistent Pattern 


Within these broad economic divi- 
sions, there are differences of course 
among the sub-groups. However, the 
sub-divisions follow the general pat- 
tern sufficiently so that the retail sub- 
group reporting the smallest proportion 
of individual proprietors still has a 
higher percentage than any manufac- 
turing or wholesale group. And while 
corporations vary among the sub- 
groups of retail trade from 3 to 15 
per cent, in wholesale it is 25 to 4o per 
cent, and in manufacturing, from 18 to 
55 per cent. 

The 77,000 cases where the records 
indicate a succession, make it possible 
to consider actual shifts within the 


economic structure. Here one can 
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study not only the new form, but the 
form of the preceding enterprise. 
Table II indicates these changes by 
major industry groups. 

The record shows that when indi- 
vidual proprietorships are succeeded by 
new enterprises, more than two-thirds 
of the cases continue as individual pro- 
prietorships. However, a higher per- 
centage takes the form of partnership 
than is the case for original enterprises. 
In other words, the partnership form 
is relatively more apt to be developed 
from an individual proprietorship than 
to be the original form in which the 
enterprise is established. 


Form of Succession 


As to partnerships which are suc- 
ceeded, 69 per cent revert to the form 
of individual proprietorship. That 
partnerships will appear frequently 
among the successions is inevitable, due 
to the fact that whenever a partner dies 
or withdraws, the partnership is de- 
stroyed. A new enterprise must then 
be formed, and most often is probably 
the surviving partner operating alone, 
although both other types appear in 
substantial proportions. Corporations, 
also, appear to be succeeded most 
often by individual proprietorships and 
secondly by other corporations. 

The record shown in Table II does 
not present the net effects of these 
changes, since the different types ap- 
pear in different numbers. To get the 
real picture of the whole, the fact that 
there are so many more individual pro- 
prietorships than the other types must 
be taken into account. Therefore, the 
successions have also been computed on 
a basis of actual numbers, and the re- 
sult is presented in chart form. 

The charts may seem a bit confusing 
at first sight, but they are worthy of 
study. Every block consists of two 
halves, one showing the type before 
and the other the type after. The two 
columns (A and B) are merely two 
different arrangements of the blocks, 
the first putting together all of the 
same type before change, and the 

(Continued on page 45) 


























UNCERTAINTY and THE PROCESS OF 


INDUSTRIAL REGULATION 


GALLOWAY 





WILLARD L. THORP and EDWIN B. GEORGE 


LAW is passed. In it Congress 

evidences certain intentions and 
suggests in a general way the means 
by which they are to be accomplished. 
In the general field of industrial regu- 
lation, this is usually merely the begin- 
ning of a long period of uncertainty 
and bewilderment. The extremely 
slow process of clarification by specific 
application may be delayed or con- 
founded by legislative amendment or 
by the erratic evolution of judicial in- 
terpretation. At any rate, to the busi- 
ness man who would like certain and 
exact answers to his specific questions, 





the area of uncertainty seems to serve 
no purpose except to enrich the legal 
profession. He blames Congress, the 
administrative agencies and the Courts. 
Yet the entire process is sufficiently 
well established to warrant some 
examination. 

The American way of industrial 
regulation is by means of the enact- 
ment of a class of open-end law in 
which Congress voluntarily hands 
the pen to Administrative Agencies 
and the Courts and the writing goes 
on and on. The open-end is sup- 


plied by the use by law drafters of 
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general phrases which have neither 
a settled nor exact meaning in law or 
This we shall call con- 
Laws are drafted in such 


in business. 
cept law. 
general terms as “restraint of trade,” 
“substantial lessening of competition,” 
“tendency toward monopoly,” “fair 
return for fair value,” “due allowance,” 
“proportionally equal terms,” “codes 
of fair competition,” “fair trade and 
unfair practices,” “cost of manufacture, 
delivery and sale,” and a host of others. 
The list is now a famous one and most 
American citizens have known the 
experience of waiting rather breath- 
lessly of a Monday for word from the 
highest court as to the latest extension 
of meaning that has been given to 
one of these mysterious phrases. 


Specific Laws 


Naturally Congress is specific when- 
ever it can be. Most laws deal directly 
enough with known situations. Im- 
migration, Appropriation and Tariff 
Laws (old style) for the most part 
set forth in unmistakable detail just 
what Congress has in mind. Possibly 
the closer one gets to ordinary personal 
habits and responsibilities the more 
precise does law become. Police regu- 
lations and traffic-laws are for the most 
part plain enough. And even in cases 
involving false weights, dishonest ad- 
vertising, adulterated products, etc., 
there is a simple body of precedents by 
which a business man’s judgment may 
be guided in ordinary situations. Nor 
does Congress content itself with en- 
acting a brief mandate to the Secretary 
of the Treasury to raise revenues ac- 
cording to the ability of people to pay. 
Tt specifies endlessly and in painful 
detail the tax rates that are to apply 
and the persons from whom they are 
to be collected. Were it not for gen- 
eral stability in law, comic operas 
would but palely suggest the irra- 
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tional everyday life that would result. 

Why then does Congress apparently 
{ail on occasion to find specific words 
for what it means? The observer 
{rom Mars—he who is forced by mod- 
ern literature to work such intoler- 
ably long hours on his visits here— 
might reason in his innocent way that 
it Congress feels strongly enough 
about a need or an evil to pass laws 
concerning it, it must have a very clear 
idea of what it wants. 

But in most cases the situation is 
not so simple. Either popular demand 
or strong individual interest has 
brought a problem or group of prob- 
lems before Congress. Certain spe- 
cific cases, phrases, cries of anguish or 
anger have captured attention. What 
the total problem is, no one knows, 
but there are certain evident symptoms. 
And while the problems may be real 
enough, experience in dealing with 
them is slight. The resulting law 
almost of necessity, being but one of 
the many burdens on the productive 
capacities of the legislators, can be 
little more than a statement of purpose. 
Congress declares that it wants the 
suspected causes of these evils to be 
removed, outlines in as much detail as 
it can the approach to be employed, 
and sometimes entrusts to an admin- 
istrative agency the responsibility of 
bringing business practice within the 
boundaries set. 


Abstractions 


And so Congress forbids “combina- 
tions in restraint of trade”; outlaws 
price discrimination that may  sub- 
stantially “lessen competition or 
tend to create a monopoly”; directs 
that railroad tariffs be fixed on such 
a basis as to yield no more than a 
“fair return for a fair value” on the 
properties involved; out of its fear 
that advertising allowances may be 
distributed in such extravagant and 
capricious fashion as to nullify its 
action on price discrimination, it dic- 
tates that they shall be given only on 
“proportionally equal terms”; and as 
2 partial guide to administrative and 





judicial agencies in their efforts to de- 
termine when a discrimination is ex- 
cessive it stipulates that not more than 
“due allowance” may be made for sav- 
ings as between the costs of dealing 
with two buyers. None of these 
phrases reveal more than purpose. No 
one can apply a yardstick to a particu- 
lar transaction and say that the law 
itself has provided this exact measure 
of what is right or what is wrong. 
One explanation of concept law 
therefore is that Congress is doing its 
best to meet either popular demand 
or the insistence of strong leaders. It 
knows or suspects that the practical 
factors capable of entering into the 
situations on which it has fixed its at- 
tention may be of bewildering number 
and variety. It particularizes there- 
fore so far as it can and leaves the rest 
to factual examination and judgment 
by an appropriate administrative or 
executive agency. Either route insures 
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eventual jurisdiction for the courts. 

There may be a precautionary 
element in this procedure even as to 
purpose. It is not uncommon for 
Congressmen as well as other human 
beings to confuse signs of maladjust- 
ment with their cause. They know 
that something is wrong but are not 
be merely 


exactly sure what. It may 
a manifestation of normal change 
rather than a menacing new trend that 
has attracted attention. Congress is 
not unaware of this possibility so it 
counters by going grandly on record 
against sin in the current mode and 
sets up an administrative agency to 
work out the details. 

Sometimes the resort to concept law 
is necessitated by too vivid an under- 
standing of the issues involved. It 
could happen as the only apparent 
solution of a bitter quarrel in and out 
of Congress over an important issue. 
Each side prefers the abstraction to 
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immediate defeat. Each side may feel 
that under cover of this general lan- 
guage its point of view is at least not 
surrendered, and in the course of ad- 
ministrative development might still 
prevail. The controversialists may be 


too proud to quit fighting so long as 
the issue is still joined, but can yield 
with dignity to a compromise stress- 
ing judicial and therefore superior dis- 
posal of the issue. 

For example, dissatisfaction with the 
Anti-Trust Laws has been raucous and 
enduring. Perhaps a majority of both 
Congressmen and business men would 
be glad to see them revised but as 
individuals do not mean the same 
thing when they say it. Some would 
have them made rougher and tougher. 
Others feel that they are out of joint 
with the times and that both monopoly 
and competition require an entirely 
different kind of treatment. A com- 
promise is suggested to appoint a Com- 
mission to study revision of the Anti- 
Trust Laws. There is no defeat for 
anyone. The general words, “review” 
and “revise,” can shelter both groups. 


Process of Clarification 


Once the law has passed, the long 
process of clarification begins. This 
is done by specific application. Indi- 
vidual problems arise and the issues in- 
volved are argued in the Courts. One 
might expect that the area of shadow 
would be gradually explored and il- 
luminated. The first great difficulty 
is that, over the years, the Courts 
themselves seem to shift emphasis 
if not actual viewpoint. It is prob- 


able that Congress does not expect 
most of the laws which it passes to 
be particularly flexible. But indus- 
trial regulation laws have a particularly 
interesting and colorful judicial history. 
Without further enactment by Con- 
gress, the Anti-Trust Laws have gone 
through a definite process of evolution. 
And recent decisions in resale price 
maintenance and minimum wages 
have illustrated the shifting base of 
court interpretation of the meaning of 
statutes. 

But even if the Courts should hold 
fast to a single point of view, the 
process of clarification would still be a 
slow one. Business is not such a 
simple, uniform process that there will 
not be a host of special problems and 
border-line cases, with unexpected im- 
plications popping up far from the 
original area of the trouble. 

These variations arise from both the 
complexities in our business structure 
and differing ways of performing busi- 
ness functions. Many of our legal and 
economic concepts have to do with 
the relations of sellers and _ buyers, 
which vary throughout all industry, 
{rom region to region, industry to in- 
dustry, trade to trade, and function to 
function. Compare the relative weak- 
ness of sellers in our so-called depressed 
industries such as coal, textiles, and not 
so long ago agriculture, with their 
strength in the newer industries where 
demand has kept pace with production 
such as automobiles. Compare those 
industries in which a few powerful 
sellers sell to widely scattered and un- 
organized buyers, with industries in 
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which mass distributors have won at 
least the strong man’s right to dictate 
terms to once independent producers. 
“Restraint of trade” and “lessening of 
competition” could not have single 
meanings for these utterly unlike 
relationships. 

Or consider the curious and unex- 
pected effect of the Patman Act which 
may arise if it strikes as hard a blow at 
voluntary and co-operative groups as is 
anticipated by some. These groups 
were developed by independent retail- 
ers to give them, acting in combination, 
some of the strength in their buying 
that chains had achieved. The regu- 
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lations aimed at chains may also apply 
equally to them. And they do not 


have the same possible methods of ad- 
justment that the chain can find. 

NRA as usual provides the crown- 
ing illustration, At every point, its 
general principles had to be adjusted 
and adapted to the variations of the 
particular problem. Minimum wages 
had to be differentiated between North 
and South, city and country, male and 
female, and even from industry to in- 
dustry. And more than 1,000 different 
trade practice controls were invoked for 
the regulation of approximately 150 
different kinds of trade practices. 

Congress usually sets up administra- 
tive agencies to bear the first shock of 
responsibility in applying its concepts 
to individual industrial situations. 
Enough has been said of the problem 
of applying general phrases to mer- 
curial and infinitely varied business 
organisms to demonstrate the sadness 
and sorrows in an administrative 
career. It is not surprising therefore 
that there are delays and uncertainties. 
The mental as well as the physical eye 
cannot look very far beyond the point 
on which it is immediately focussed, 
and it is a sad truth that many of the 
new problems created by concept law 
are slow in revealing themselves. Ad- 
ministration often has to stumble on 
them. Responsible agencies have in 
fact been known to spend a good deal 
of time working on anticipated prob- 
lems only to find that they did not 
exist, as well as to disregard some 
elements in the situation which later 
appeared in the leading role. 
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Inevitably, any general concept of 
propriety in business conduct will re- 
quire the drawing of abitrary lines be- 
tween good and bad. This means a 
dismaying number of degree prob- 
lems, all of which require a careful 
study of fact and a period of con- 
templation. Standards of course have 
to be devised. These standards wiil 
usually have to compromise between 
the theoretical objectives sought by 
the law and practical business con- 
siderations. For example, Congress 
says in the Robinson-Patman Act that 
in measuring legitimate price differ- 
ences only due allowance may be made 
for differences in manufacturing, sell- 
ing and delivery costs. What is only 
“due allowance”? Too stubborn an 
insistence on the ultimate and remote 
benefits of volume on the one hand, 
or on “pound of flesh” allocation of 
overhead to that volume or the other, 
could in either case make the Act 
merely ridiculous. In such cases, the 
guiding principle presumably must be, 
first to determine theoretical justice, 
and then select the most practical 
standard in that general vicinity. It 
would then remain for the Courts to 
determine in their turn what was good 
theory under the Act, and what was 
practical, and whether or not either 
or both lay within the master concept 
of “due process.” 

The above discussion of the diff- 
culties of clarification leads to the in- 
evitable conclusion that concept laws 
tend to be more difficult to enforce 
than specific mandates and _prohibi- 
tions. Those who dislike the intent of 








a restriction will feel themselves doubly 
justified if they are likewise unable to 
understand its workings. Attempt at 
evasion will be readier, and more difh- 
cult of detection and proof. The neces- 
sity of sitting out several years of grave 
judicial deliberations over successive 
fractions of the main idea, is both dis- 
couraging to the willing and helpful 
to the hostile. It is a common saying 
that after nearly fifty years of adjudica- 
tion we still do not know what the 
Sherman Act means, and it is largely 
true. Decisions have darted here and 
there, and not always, from the lay- 
man’s untutored viewpoint, in quite 
the same plane of logic. If we were 
devising a system of law-making with 
special regard to easy enforcement, 
concept law could be one of the early 
eliminations. 


Triple Damages 


Perhaps because of the unusual 
difficulties of enforcement, although 
more likely because of the degree of 
public interest believed to attach to 
the purposes, concept laws sometimes 
permit private rights of action with 
triple damages for proven violations. 
Disregard of a still unseasoned “con- 
cept” is not therefore to be counted 
on as the most comfortable policy. 
When triple damage suits come they 
are far less apt to be forthright and 
fair than the ponderous rectitude of 
government. Their nuisance value can 
be extraordinary. The major risk is 
not necessarily the damages. The cost 
of preparing a defense, particularly if 

(Continued on page 46) 











TRADING IN COMMODITY FUTURES 


NYONE eager to control the des- 
tiny of fifteen tons of Lampong 
black pepper may do so shortly by put- 
ting up $300 when the futures market 
in that exotic commodity gets under 
way on the New York Produce Ex- 
change. Automatically this control en- 
titles one to brotherhood in the pep- 
per-trading fraternity, a group with 
long-standing and exciting traditions. 
Two years ago, for instance, several 
London speculators tried to corner the 
white pepper market by buying huge 
commitments for future delivery. As 
intended, the price ran up in spectacu- 
lar fashion, but the scheme miscarried 
because the gamblers’ resources were 
insufficient to carry it through. The 


high price of white pepper caused sub- 
stitution of black pepper, a cheaper and 
more plentiful form of this spice. Fur- 
thermore, it attracted supplies out of 
nooks and crannies and Dutch East 


Indies natives’ holdings. Speculators 
were unable to sell their future com- 
mitments at high scarcity prices, the 
bubble broke, and they could not meet 
their payments due at the fortnightly 
settlement early in February, 1935. 
Liquidation of their position was at- 
tended by a wide break in British 
commodity markets and by threatened 
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bankruptcy of several trading houses. 

Wild speculation, with a mad run-up 
in price is not desired, of course, by 
those who have developed the futures 
market in black pepper here. Such 
speculation always has its inevitable, 
subsequent crash, bringing with it un- 
fortunate consequences, although the 
direct results are not as drastic as in 
England, where a different system of 
trading prevails. 


Margin Required 


Here, in pepper as in other com- 
modities, traders are required to post 
margin when they go long (buy a 
futures contract) or go short (sell one). 
This margin usually amounts to 10 per 
cent of the value of the commodity 
called for delivery in the contract. In 
England, on the other hand, specula- 
tors trade on their credit, except in the 
case of grains, and make settlements 
fortnightly with the houses that carry 
their accounts. 

Generally obscured from public view 
by the dramatic happenings on the big 
cotton, grains, and sugar exchanges, 
such incidents as the 1935 bubble in 
pepper trading are to be found also on 
the other small commodity exchanges. 
Frequently these small exchanges wield 
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wide influence on their own and other 
markets and often attract much specu- 
lation in addition to performing their 
normal service to the trades with which 
they are linked. 

Cocoa is a case in point. The sharp 
run-up in cocoa prices and the subse- 
quent declining market in cocoa fu- 
tures during the past three months at- 
tracted the largest trading clientele in 
years, and yet it was all carried on 
without any whisper that commission 
houses might be in jeopardy. 

Cocoa futures opened 1936 at 4.76 
cents per pound for the January option 
and by December had reached 11.89 
cents, a rise of about 150 per cent. The 
rise continued into this year, the high 
point being reached on January 14, 
when September contracts rose to 13.15 
cents. Thereafter the market was un- 
settled and erratic. On February 1 it 
broke 100 points, the maximum fluc- 
tuation permitted for one day’s trading. 
(In 1927, before the present rules were 
in force, it crashed 200 points in a single 
day.) An irregular decline since Feb- 
ruary had brought the price down to 
below 7 cents a pound by the middle 
of May, 1937. 

The meteoric rise in cocoa attracted 
considerable interest. In fact the aver- 
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age day has brought out 450 to 500 
contracts traded. That means commis- 
sions of $11,250 to $12,500 per day, 
when the price is 10 cents or below 
and $13,500 to $15,000 when it is higher. 
Last year 775,559 contracts were traded, 
resulting in total commissions of nearly 
$2,000,000. 

Speculators who knew when to take 
their profits made almost fabulous 
gains on a small investment. A clear- 
ing house member is required to put 
up $300 margin, but the houses usually 
ask at least $500 of those who are not 
well known. (The commission house 
charge is from $25 to $30 per round 


turn, that is, for a purchase and a sale 
of a futures contract.) If a speculator 
bought cocoa around 5 cents and sold 
at 10 cents his profit was $1,500. When 
the market was at its peak the margin 
was raised $100, but even so profits 
were large. One who got in near the 
bottom on $300 margin and sold near 
the top made a profit of 800 per cent. 

Let us see what happens when you 
buy a cocoa futures contract, say for 
July. The seller promises to deliver to 
you in July 30,000 pounds of cocoa of 
certain types and growths. He may 
deliver Accra or Bahia or one of two 
other kinds of beans. If the beans are 


At a busy exchange 1,500 miles north of the British West Indies agents and speculators 
are already establishing the price which this commodity will bring several weeks hence. 
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not up to an established standard a dis- 
count is determined by the rules of the 
exchange. In some markets there are 
premiums for better grades. Such 
actual delivery is made in relatively 
few instances, however, and speculators 
usually do not contemplate taking or 
making delivery. 

In the case of the futures markets in 
New York, delivery is made ordinarily 
in from 1 to 5 per cent of such con- 
tracts. In some markets, delivery is 
made in less than 1 per cent, in others 
delivery has run as high as 10 per cent 
or more. Settlement in other cases is 
made without actual transfer of the 
commodity. 

The total number of contracts 
bought or sold is not limited by the 
amount of the commodity available, 
but varies with trade and speculative 
interest. If in the course of several 
months 10,000 contracts for delivery of 
30,000 pounds of cocoa are sold, there 
must be 10,000 purchases also. If the 
buyers are willing, such contracts may 
be settled without delivery of cocoa. 
Each exchange has a clearing house 
which handles such settlements. 


How It Works 


Suppose an individual buys a con- 
tract of cocoa when the price is 8 cents 
per pound and when it has gone to 10 
cents per pound he wants to take his 
profit of nearly $600. He instructs his 
broker to sell a contract. The various 
houses that buy and sell contracts ad- 
just with each other the gains and 
losses their customers have made. 
Many contracts thus are cancelled out 
and no delivery is made. 

Sometimes, however, in the case of 
a spot month futures contract, when 


spot supplies are short, holders actually 
want to take delivery. Then they either 
force the price up sharply and make 
large profits or else actually obtain the 
commodity. Similarly, an owner of a 
commodity may prefer to deliver it 
rather than pay what is asked to can- 


cel his contract. 
Futures trading developed in this 
country in connection with the two 

















The meteoric rise in cocoa futures during 1936 attracted widespread interest. 
year’s total of 775,000 contracts traded resulted in commissions of nearly $2,000,000. 


major export crops: wheat and cotton. 
Before the Civil War quotations were 
carried regularly in Chicago papers 
giving the prices at which wheat “to 
arrive” was selling. Traders sold wheat 
for delivery some time in the future, 
even though they did not actually have 
such wheat at the time of sale. 

Sales of “to arrive” wheat were con- 
tracts calling for so many bushels of 
certain grades of wheat to be delivered 
at a certain date. Warehouse and ele- 
vator receipts were sold similarly. In 
both instances, specific wheat was in- 
dicated which the seller promised to 
deliver at some future date. However, 
the buyer of this promise (contract) 
could sell to another and did so. Thus 
active trading grew up in Chicago and 
out of it grew the present-day type of 
futures trading. 


Butter and Eggs 


Oldest of the smaller markets is the 
Mercantile Exchange in New York, 
organized in 1872 to serve as an agency 
for the selling of actual butter and eggs. 
Some years later futures trading was 
introduced, and the exchange has en- 
joyed a moderately successful existence. 
Even so, the usual volume of trading 
is small when compared with business 
done on either the cottonseed oil or 
hide futures markets, and yet these 
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latter commodities are not nearly as 
important, measured in dollar value. 

Of fundamental importance are the 
requirements for a successful market— 
one which serves a real purpose and 
therefore becomes an institution of 
some permanence. Numerous futures 
markets have been organized during 
the past two or three years but success 
has been rare. The New York Produce 
Exchange inaugurated futures trading 
in tobacco about two years ago but no 
active business developed. Futures 
markets in gasoline and crude oil estab- 
lished at about the same time by the 
Commodity Exchange were also un- 
successful. A canned fruit and vege- 
table futures market opened in Phila- 
delphia two years ago has since closed 
down, and in New York the tallow 
and frozen egg markets are notably 
sluggish. 

In contrast to these failures there is 
a very successful soy-bean futures mar- 
ket at Chicago which was active almost 
from the time it began last Fall. What 
factors control its success and the fail- 
ures in other instances? 

Some commodities are not suited to 
futures trading because they do not 
possess keeping qualities or cannot be 
graded readily so that set standards 
may be imposed for delivery on con- 
tracts. Even though delivery rarely is 
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made on contracts, standards acceptable 
to the trade must be developed. An- 
other characteristic is uncertainty of 
supply. Obviously, if output is con- 
trolled there is little basis for specula- 
tion as to price changes. Further, there 
is no need for trade interests to hedge 
in such cases. 

Both trade and speculative interest 
are needed to develop a sound, active 
futures market. The trade uses such 
markets for hedging. That is, when 
they are long on a commodity (own it) 
they sell futures contracts as insurance 
against price changes. Similarly, they 
hedge short commitments by buying 
futures contracts. 

In the case of wheat, for example, 
growers’ organizations, elevator and 
other marketing interests, merchants, 
exporters, and millers are among those 
regularly using futures for hedging. 
On the other hand, speculative interest 
also is vital, since it must be present to 
take the other end of the hedging posi- 
tion. In the case of most of the com- 
modity markets organized within the 
last few years, the trade was not at- 
tracted. Speculative interest then either 
failed to develop or disappeared. 


Other Requisites 


The commodity for which a futures 
market is to be organized also should 
be produced in large enough quantity 
so that the volume of ordinary business 
is substantial. Furthermore, neither 
production nor distribution should be 
monopolistic or semi-monopolistic in 
nature because in either case objection 
of the producer or user may result in 
failure, even though other circum- 
stances seem propitious. Soy-beans, for 
example, are produced widely and mo- 
nopoly conditions cannot prevail. 

Another secret of the successful soy- 
bean futures market was that the 
crushers of the beans had been accus- 
tomed to hedge operations in other 
grains. The linseed crushers, for ex- 
ample, expanded capacity to handle 
large quantities of the beans; they had 
been accustomed to hedging flaxseed 

(Continued on page 48) 








SAVED: A CUSTOMER AND AN INVESTMENT 


A WHOLESALER DEMONSTRATES THE MERIT OF A CONSTRUCTIVE CREDIT POLICY 


CREDIT manager, representing 

The Smith & Jones Company, one 
of the largest and best-known whole- 
sale grocery concerns in the Middle 
West, arranged for a meeting with one 
of his customers, Mr. John Wood, the 
proprietor of a retail grocery store in 
a neighboring town. 

Until a few months ago John Wood 
had been a model customer, prompt 
in making payments to his supplier 
and often discounting his bills before 
they became due. Then something 
happened; payments for merchandise 
dwindled until they ceased altogether. 
It was obvious to the wholesaler that 
Wood was in some kind of financial 
trouble. Unless something were done 
promptly the jobber might incur a loss 
on the unpaid account, and lose a cus- 
tomer as well. 

What policy should the wholesaler 
pursue? Should he put the customer 
on a C.O.D. basis and perhaps lose his 
business? Should he cease to sell him 
altogether and perhaps lose the bal- 
ance due on merchandise already pur- 
chased? Or should he help the retailer 
work out a solution which might save 
both the account and the good-will of 
the retailer? 


25 Years’ Growth 


The wholesaler’s credit manager was 
familiar with the history of Wood’s 
Grocery. It was located in Newfield, 
a Midwestern town of 6,500 popula- 
tion. John Wood had been in the 
grocery and meat business since 1910. 
He had started in partnership with 
Fred Brown, a friend living in the 
same community, and had invested 
about $2,000 in the business. By close 
application the net worth of the firm 
gradually had been increased. The 
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business had expanded in 1929 to in- 
clude a branch store in an adjoining 
neighborhood. In 1934 the branch 
store had been taken over by Brown 
individually, and Wood had become 
sole proprietor of the original store. 
Although Wood had found it neces- 
sary to borrow from time to time, he 
had retained a hundred-thousand-dol- 
lar-volume and had continued to make 
progress until very recently. 

The credit manager knew that if 
Wood were put on a C.O.D. basis 
or if Smith & Jones ceased to sell 
him, other responsible suppliers would 
be unlikely to extend further credit. 
Then, of course, Wood's already weak- 
ened enterprise might collapse, and 
Smith & Jones would be obliged to 


write off that portion of “accounts 
receivable.” 

To cope with problems of this na- 
ture the Smith & Jones Company has 
for the past two years followed a new 
policy. Any retailer whose account is 
sixty days to ninety days overdue is 
asked to visit the nearest warehouse or 
invited to meet one of the credit men 
at some convenient point. Together 
they reduce the retailer’s operating 
statement to percentage form so that 
it can be studied and compared with 
the appropriate sizes and types of stores 
represented in the Dun & BrapstREET 
Retail Survey of the same trade. 

By this method it is possible for them 
to decide whether the difference be- 
tween a given retailer’s results and the 


When they have been converted into percentages of net sales and operating ratios how 


nearly will this retailer’s expense figures approximate already established yardsticks? 


GALLOWAY 























































averages shown in the Survey consti- 
tute advantages for him or disadvan- 
tages which can be corrected. As a 
result of such a conference it has been 
possible in many instances for the 
wholesaler and his customer to lay the 
necessary plans to put the retailer’s 
business back on a solid footing. They 
also decide jointly how long it should 
take the retailer to make these changes, 
and he is expected to confer with the 
wholesaler’s credit department at fre- 
quent intervals during the test period. 

When the Smith & Jones Company 
offered John Wood an opportunity to 
talk over his financial troubles he was 
very grateful. Carrying with him his 
profit and loss statement for the last 
fiscal period Wood drove forty miles 
to the Smith & Jones Co. warehouse 
at Railsburg. Bill Williams, one of the 
credit men connected with the Smith 
& Jones Co., met him. 


Comparable Ratios 

While they were having lunch, Wil- 
liams’ stenographer converted Wood’s 
expense figures into percentages of net 
sales and computed the other needed 
operating ratios. She entered these 
percentages opposite typical figures for 
stores similar to Wood’s Grocery in 
sales volume, based on reports from 
other towns of about the same size. 
Figures were also included showing 
the typical ratios for profitable stores 





ja a. a 


selling ninety per cent or more of their 
volume for cash. 

After lunch the two of them sat down 
together to make comparisons. They 
were interested to note that sales of the 
typical grocery and meat store cov- 
ered by the Dun & Brapstreet Retail 
Survey amounted in 1936 to $34,300, 
which was approximately one-third of 
his own sales volume of $92,000. The 
typical store reporting from this trade 
made a small profit of 2.1 per cent and 
about two-thirds of the stores shown 
in the survey were profitable even after 
allowing for a reasonable salary to the 
owner. Although Wood did not draw 
a regular salary, he had been accus- 
tomed to take funds as he needed them 
for living expenses and had ‘charged 
his own household groceries to himself 
at retail prices just to “keep the books 
straight.” 

They noted that the typical store 
proprietor in his group drew a salary 
equivalent to 3.8 per cent of sales. By 
way of experiment they inserted 3.8 per 
cent as a salary for Wood and recom- 
puted the figures. They came out with 
a 1.3 per cent loss instead of the 2.5 
per cent profit which had been indi- 
cated on the original profit and loss 
statement. Other stores of the same 
size and in the same size of town were 
doing slightly better than the average 
for the trade as a whole. An average 
store made a profit of 2.1 per cent of 
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Over-expanding in- 
ventory and succumb- 
ing to the temptation 
of promoting spectals 
or loss leaders, even 
to meet competition, 
can jeopardize the 
position of stores 
which on the sur- 
face appear to be 
carefully managed. 





GENDREAU 


sales, and the profitable concerns re- 
ported a typical gain of 4.4 per cent as 
compared with Wood’s loss of 1.3 per 
cent. 

The immediate question which was 
discussed between Wood and Williams 
was whether the loss was the result of 
too heavy expenses or was directly re- 
lated to merchandising, the buying and 
selling of groceries. They found some 
of both troubles. The tables showed 
that both profitable concerns and con- 
cerns reporting from other towns of 
about the same size and with about 
the same sales volumes were obtaining 
considerably better gross margins and 
turned inventories more rapidly. 


Stockturn Slow 


Almost twenty-seven years of John 
Wood's life had been devoted to the 
grocery and meat business, and he 
believed that he knew the business ex- 
ceptionally well. He grudgingly ad- 
mitted, however, that other people were 
turning over their stock fifteen or more 
times a year to his twelve and were 
obtaining margins of 19 per cent to 
his 16 per cent. 

For one thing, he began to wonder 
whether he had promoted too many 
loss leaders and “specials” merely be- 
cause of the temptation to meet his 
competitors. In spite of an advertising 
outlay almost twice as large as shown 
by other concerns of similar size and 
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OTHER INFORMATION 


All Concerns Profitable 
Concerns 
195° 1936 1936 
1 (a) Number of Concerns Reporting papnenls 163 in ue 
(b) Aggregate Net Sales ——— $15,645,600 $ 9,646,800 $ 6,696,300 
(c) Typical Net Sales $52,200 $28,100 $29,400 
PROFIT AND LOSS STATEMENT (in percentages of Net Sales) 
2 Cost of Goods Sold 62.7% 82.0% 80.9% 
3 Overhead Expense Total 15.4% 15.6% 14.7% 
(a) Salaries ot Owners and Officers = 4.5% 5.1% 4.9 
(b) Salaries and Wages of Employees ~ 4.8% 6.1% 4.6% 
(c) Rent eee oes 1.6% 1.4% 1.3% 
(d) Advertivong 0.7% 0.6% 6% 
(e) Light and Heat a 0.9% 0.9% 0.9% 
(1) Taxes os 0.3% 0.2% 0.2% 
U Debt; = xuaK 0.2% 0.2% 
th) All Other Expense. 2.7% 2.1% 2.0% 
4 Profit (or Loss) 1.9% 2.4% 4.4% 
MERCHANDISE RATIOS 
‘5 Cross Margin (Percent of Net Sales 19.1% 
Usual Range 22.0% 
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6 Realized Mark-up (Percent of Cost)...» 23.6% rey s 
_ — oe ‘ 
7 Inventory Turnover (Times per Year) 13.1 4.6 - 5. 
Usual Range { (a) Upper Limit... 17.6 20.6 O85 i. 
of Experience 1 (b) Lower Limit... 10.0 11.0 oe | og ry 
" Helse ie Hee ees ——— —_—— i 0.7 “4 
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9 Typwal Percent Change 
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location, he was unable otherwise to 
account for the 17 per cent decrease in 
dollar sales volume in a single year. 

The discrepancy in the rate of in- 
ventory turnover was easier to solve. 
Owing to a steadily rising market he 
had speculatively increased his inven- 
tory by almost $1,000. Wood conceded 





that buying in smaller quantities might 
have been more prudent, especially 
since he was having difficulty in financ- 
ing purchases. In fact he resolved to 
take a physical inventory as soon as 
possible as a midyear check-up, even 
though he ordinarily had not attempted 
inventories more than once a year. 
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Monthly Budget - Remainder of 1937 
Per Cent Dollars 
Sales (minimum) 100.0 $8,500 
} 
Cost of Goods ltEstimated with 
19% margin) 81.0 6,880 
Salary of Owner 3.8 323 
4 Employees 4.6 397 
Rent 1.3 110 
Advertising 0.9 76 
Light & Heat (winter months higher! 0.7 60 
Taxes (reserve) 0.3 25 
All Other Expenses 3.0 255 
Total Expense 14.6 $1,246 
Profit hed $ 374 


Profitable cash concerns comparable to Wood's Grocery returned to proprietors a salary 
of 3.8 per cent, meaning that Wood's 2.5 per cent profit was really a 1.3 per cent loss. 








After they had gone over the mer- 
chandising problems Williams called 
Wood's attention to his expense and 
profit ratios. The discrepancy between 
Wood’s store and his profitable com- 
petitors was almost as great for ex- 
penses as for gross margin. The 
difference of 2.7 per cent in total over- 
head expense would put him back on 
the profit side. After making careful 
comparisons they decided that if Wood 
could hold his own in controlling small 
miscellaneous expenses and could re- 
duce his other items to the level shown 
by the average profitable concerns, he 
would make a very satisfactory profit. 

The principal discrepancies among 
the expense items were in rent and 
in salaries and wages of employees. 
Wood’s Grocery allocated 6.0 per cent 
to salaries and wages as against 4.6 per 
cent for profitable concerns. Because 
the store was situated on the main street 
of the town and was attractive in ap- 
pearance, the rental Wood paid was 
not seriously out of line with equitable 
rates. 

Finally they constructed a tentative 
budget for the remainder of 1937. A 
goal figure of 19 per cent average real- 
ized margin meant that he would have 
to mark up his goods to a higher level 
to offset mark-downs and wastage. He 
also left the 3.8 per cent owner’s salary 
ratio in the budget and figured out the 
other reductions which could be made 
and their effect on expense items. 


Silver Lining 


Returning to Newfield, Wood felt 
much more secure and confident than 
when he had set out that morning. He 
now saw some hope for continuing the 
enterprise which was the only source 
of income for himself and his family. 

The Smith & Jones Company were 
pleased, because they had salvaged a 
business which would have represented 
a considerable bad debt loss had _ it 
failed; in a sense they had conserved 
an investment. And on the positive 
side, they had bound a customer to 
them with stronger ties than ever 
before. 
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Strikes, sit-edowns, and Supreme Court decision on Wagner Act dominate industrial news... . Anti-trust 
laws again appear with suit against Aluminum Corporation and Department of Justice proposal for revt- 


sion. Commodity price rise halted by “moral suasion”.... Many prophets go “boom, boom”. . 


. . Money 


and security markets exceedingly sensitive to rumors... . Congress appears to adopt sit-down with little 
productivity. . . . President proposes that relief funds be maintained but other expenditures reduced.... 
Spanish warfare continues, with advantage apparently shifting to Rebels. 


New outbreak of strikes in General Motors plants throws 30,500 
out of work at Flint and Pontiac. 


PRESIDENT announces new Federal spending policy with emphasis 
~ vr Tera Po y 

on consumer rather than durable goods. United Mine Workers 

of America and bituminous operators sign new two-year contract 

granting wage increases. 


ENGLAND and France suggest that Belgium arrange world trade 
parley. Workers return to General Motors Flint plant. 


CurysLer strike settled after thirty days, returning 65,000 to 
jobs. Storms and floods damage South—Texas to Florida—mil- 
lions of dollars’ loss to property and crops. 


Farmers and non-strikers rout sit-down strikers from Hershey 
Chocolate plant. Treasury denies plan to lower price of gold. 


CIO cleses General Motors plant in Oshawa, Canada. 


Premier Hepsurn refuses to deal with a delegation including 
“paid foreign CIO agitator” in Oshawa strike. 


SupREME Court upholds Wagner Labor Act, five-to-four. Eleven- 
day strike at Hershey plant settled. 


PRESIDENT RoosEVELT orders curtailment of expenditures of all 
departments and other Government agencies. 


Hirer backs idea of world parley on trade and arms. Twenty- 
seven European nations patrol the coasts of Spain to make non- 
intervention effective. Curb placed on “daylight trading” by 
members of New York Stock Exchange, effective May 17. Base- 
ball season opens in Washington. 


ICC authorizes new freight rates. President sends supplementary 
budget message to Congress asking $1,500,000,000 for work-relief 
program and limitation of expenditures. Chamberlain, present- 
ing British budget, urges increase in basic income tax rate and 
a new corporate profits tax. 


CHANCELLOR ScuuscnunicG and Mussolini confer in Venice; Mus- 
solini reported unsympathetic toward Hapsburg restoration. 
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Emp.oyees of Hershey Chocolate Corp. in NLRB election reject 
CIO representation 1,542 to 781. Attorney-General Cummings 
files suit against Aluminum Company of America for violation 
of Sherman anti-trust act. Tokyo street car operators engage in 
“go-slow” strike, running at half speed; ask 20 per cent wage 
increase. British budget shocks London market; prices fall pre- 
cipitately. 


Feperat Reserve Boarp finds more persons employed in manu- 
facturing industries than in 1923-1925. NAM survey shows 
same results compared with 1929. Strike in Ford plant in Rich- 
mond, Cal., settled. 


In a busy day President warns civil servants against speculation, 
signs Guffey-Vinson coal bill, and defers for sixty days the 
threatened strike among 25,000 railroad and shipping employees 
in the New York metropolitan area—appoints three-man emer- 
gency arbitration board. 


FIFTEEN per cent cut in 1938 appropriation bills proposed. United 
States Chamber of Commerce urges modification of the surtax 
on undistributed profits and amendments to National Labor Re- 
lations Act. Governor Lehman signs New York minimum pay 
act for women and minors. President requests delay in Resale 
Price Maintenance Bill. Cummings urges Anti-Trust Law revision. 


BasQuE government announces it will ship 150,000 non-combat- 
ants from Bilbao, and fight to the last man. New York Senate 
passes bill banning sale of goods made in whole or in part by 
children under sixteen. Floods in Ohio, West Virginia, and 
Pennsylvania subside; Wheeling hardest hit. Great Britain places 
contracts for three battleships. Roosevelt goes fishing; meanwhile 
Congress’ vacation hopes grow dimmer. 


NLRB-conducted election (first in automobile industry) shows 
Packard employees four-to-one for CIO as bargaining agency. 
Congress passes Pittman-McReynolds Neutrality bill. Serious 
break in London stock market. 

MUSSOLINI raises wages of 3,000,000 workers. Three motion 
picture unions strike; 2,500 workers walk out. 














THE TREND OF 


PRODUCTION 


es Le eee 


BUSINESS 


. TRADE... . FINANCE 


BusINEss activity continues well ahead of last year, but with 
recent checks in prices of commodities and securities and in 


the volume of stock market transactions. 


Production re- 


mains high, with less of a backlog of orders and some evi- 
dences of inventory increases. Trade shows some hesitation 
as compared with recent rapid advances. Observers consider 
the reaction generally a healthy one, bringing into balance 
the elements carried out of line by the velocity of the upswing. 


N manufacturing there was main- 
tained during April and the first 
half of May the high level of activity 
that had existed during the first quarter 
of this year. 
The index of production prepared 
by the Federal Reserve Board reached 


Industrial Production 


Federal Reserve Board Adjusted Index 
1923-1925 = 100 














1934 1935 1936 1937 
January 78 90 
February 81 90 
March 84 88 
April 86 86 
May 86 85 
June 84 87 
July 76 86 
August 73 88 #£ 
September 71 fo o1 £ 
October LR a al 
November & 75, # 96 
December 86 101 
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118 (adjusted for seasonal variation) 
for April. December 1936 was higher 
—121—but there have been only a 
dozen other months with so high a 
production index figure since 1919, the 
earliest for which this index is available. 

During the first weeks of May there 
was little change in the over-all pic- 
ture of national production. Labor 
difficulties interrupted continuous 
operation in the steel and automobile 
industries and elsewhere, but only 
briefly. In some important lines—not- 
ably in the steel industry and in the 
cotton textile industry—new orders 
were placed at a less rapid rate than 
earlier in the year when fears of rapid 
price increases were a strong influence. 
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From what is known of the sea- 
sonal variation since the changed date 
of the automobile show (February 
Dun’s Review, page 43), automobile 
production is expected to decline sea- 
sonally from now until October, al- 
though production is still high. The 
delays in production and deliveries of 
this year may affect the usual pattern. 
Machinery, office equipment, electrical 
equipment, agricultural implements, 
railroad equipment, and other similar 
products are being produced in increas- 
ing volume. 

With production at such levels, em- 
ployment and payrolls are, as might be 
expected, also at highs which have not 
been exceeded since 1929. While there 
is still considerable disagreement as to 
the number of unemployed, there is a 
fair agreement as to the broad picture 
of the unemployment situation. In- 
dustry has recovered sufficiently so that 


Factory Payrolls 


U.S.B.L.S. Index—1923-1925 = 100 










1934 1935 1936 1937 
January 54.6 65.0 73.8 90.7 
February 61.3 70.0 73-7 95.8 
March 65.6 F157 77.6 2 
April 68.1 71.7 79.3 Bay. +s 
May 68.1 69.4 80.8 gay 
June 66.0 i, 81 
July 61.4 
August 63.2 3. 
September > 83.6 
October 62% 7 89.0 
November 60. 75.6 90.7 
December 77.6 95.2 

































there are employed nearly as many 
people as were employed in the boom 
years of 1928-1929. With the Gov- 
ernment emergency workers, the total 
may be higher than in those years. But 
the normal increase in population has 
increased the number of workers avail- 
able. This increase is greater because 
the age composition of the popula- 
tion is changing so that the propor- 
tion of adults is increasing (April 
Dun’s Review, page 39). Thus there 
are ready for gainful employment some 
4,000,000 or 5,000,000 more people than 
in 1929. 

Factory employment in March in- 
creased more than seasonally. The 
U. S. Bureau of Labor Statistics index 
adjusted for seasonal variation by the 
Federal Reserve Board reached 100.8, 
passing the 1923-1925 base of 100 for 
the first time during recovery. 

Factory payrolls have continued to 
expand at a more rapid rate than em- 
ployment. By March weekly payrolls 
were also up to the level of the 1923- 
1925 base period. Thus weekly earn- 


Wholesale Commodity Prices 
U.S.B.L.S. Index—1926 = 100 










January February March April 
Week 1937 1937 1937 1937 
I 84.7 85.4 86.1 88.3 
Il 85.2 85.6 é 
Ill B5e7 86. 7.6 

a ) 8 

IV 85.3 86.1 87.8 
Vv 85.4 


ings by those employed were equiva- 
lent to those received in 1923-1925 and 
were only 3.8 per cent below the 1929 
average. The Bureau of Labor Statis- 
tics reports that 300,000 individuals 
in manufacturing industries received 
wage increases between mid-February 
and mid-March. 

The increases in jobs and in pay 
envelopes have been good for trade, but 
some of the indicators of trade activity 
do not show further gains since March 
1. The Federal Reserve Board’s index 
of department store sales (seasonally 
adjusted, see accompanying chart) 
reached 95 in February; for March and 
April it stood at 93. This index is cor- 


rected for changes in the date of Easter. 
Dun’s Review barometer of trade (sea- 
sonally adjusted but not corrected for 
changes in the date of Easter), which 
measures consumer buying, rose from 
97.2 in February to 103.2 in March (see 
pages 26 to 32). Rural sales of general 
merchandise (charted on page 39) de- 
clined from March to April. 

Comparison with last year shows that 
domestic trade totals are approximately 
15 per cent larger than a year ago. Dis- 
tribution of commodities as indicated 
by total carloadings is running well 
ahead of last year with increases in 
March and April. 

The Federal Reserve Board index of 
department store stocks (adjusted for 


Department Store Sales 
Federal Reserve Board Adjusted Index 


1923-1925 = 100 

1934 1935 1936 1937 
January 73 93 
February 73 05 
March 76 & 93 
April 76 rm 93 
May 75 z oe 
June 73 
July 73 
August 76 
September 74 
October 4 
; é F 
November ‘ ft 
December 77 














seasonal variation) stood at 76 in 
both February and March, higher than 
any months since 1932 and compared 
with 65 in March 1936. April figures 
for the country are not available as 
Dun’s Review goes to the printer, but 
the Federal Reserve Bank of New York 
reports a sharp increase in merchandise 
inventories of New York City depart- 
ment stores as of the end of April. Of 
64 reporting department stores, only 
one showed a smaller inventory than 
at the end of April 1936. Inventory 
increases over the year ranged up to 
134.4 per cent in one instance, with 
many gains of from 25 to 4o per cent. 
At the moment the significant point 
is not so much that inventories are 
high as that they have been increas- 
ing appreciably. 

Commodity prices broke sharply in 
April after a continuous rise for sev- 
eral months and after rather sharp in- 
creases during March, particularly in 
prices of raw materials needed by 
countries making extensive military 
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preparations. Among the commodities 
which were especially subject to the 
March rise and the April decline were 
steel scrap, non-ferrous metals, rubber, 
raw cotton, wheat, and butter. 
Moody’s daily index of spot prices 
of fifteen sensitive commodities ad- 
vanced 11 per cent from February 20 
to April 5 and declined 8.4 per cent by 
April 30. The more inclusive U. S. 


Industrial Stock Prices 
Dow-Jones Index (Weekly Average) 











January February March April 
Week 1937 1937 1937 1937 
I 178.74 187.50 191.74 184.79 
Il 180.53 189.03 180.10 
Ill 18 88.50 181.04 
v | 85.8, 86; 
Vv 184.45 


Department of Labor wholesale price 
index (see accompanying table) which 
had risen to 88.3 by the first week in 
April dropped to 87.3 by the second 
week in May. The rise in the cost of 
living was sharp from February to 
March; less sharp from March to April 
(see page 39). 

Stock prices continued to decline 
from the March highs with market 
activity low during most of April 
and the first half of May. Industrials 
dropped—with three intermediate ral- 
lies—from 194.40 on March 10 to 167.46 
on May 13 and then on May 24 rallied 
to 175.59—about the level of last Fall. 
Rails showed somewhat more strength 
than industrials but went down the 
March high of 64.46 to a low on May 
17 of 57.13. During the first twenty 
trading days in May there were only 
four days of over 1,000,000 transactions 
on the New York Stock Exchange. 
This was a considerably lower volume 
than in April which had been low. 

After the middle of April, corpo- 
rate bond prices slowed up their two 
months’ decline, and became more firm 
at levels of early last year. The rate 
on prime commercial paper advanced 
from 34 per cent to 1 per cent in the 
latter part of March. Bank loans for 
business and agricultural purposes in- 
creased substantially during April. 
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TRADE ADVANCES IN TWENTY REGIONS 


The Regional Trade Barometers, guides in shaping territorial sales and advertising 
policies, are prepared by L. D. H. Weld, Director of Research of McCann- 
Erickson, Inc. and are supplemented by reports from offices of DUN & Brapstreet, INc. 

















HE U. S. barometer moved up six points, from 97.2 in March, five of them by more than the six-point U. S. 
February to 103.2 in March, a larger jump than any —_ average: Philadelphia, Indianapolis, Memphis, New 
upward or downward movement in the index since last Orleans, Portland and Seattle, with increases ranging be- 
November. Occurring earlier than last year, Easter con- tween 10 to 21 points. Nine scattered regions recorded 
tributed heavily to March retail sales and doubtless was __ small declines, the greatest less than 2.5 per cent. 
responsible for most, if not all, of the month’s gain. In comparison with last March, as shown by the map 
In fact, comparisons of recent months with the index and chart, improvement was spread more generally over 
figure for the same month the year before suggest that the country than has been the case in recent months. Out- 
without the stimulus of early Easter trade the March index standing improvement, more than 20 per cent in the year, 
figure might have been below that for February. In Jan- appeared in five regions, ranging west from Philadelphia 
uary the twelve-month advance was 19 per cent, in Feb- _ to Louisville, and aided by the high rate of activity in steel 
ruary 17, and in March only 16. In view of this narrow- _ and other heavy industries plus flood repair work along the 
ing margin and the less favorable reports on April and Ohio River. The other outstanding increases were re- 
May trade, from the Dun & Brapstreer offices in several _ corded by the cotton States of the Southeast, and by Florida 
regions, a lower index level for April would not be sur- and southern California. Smallest gains over last year’s 
prising. levels were recorded in the Great Plains States where the 
Twenty regions recorded advances from February to effect of droughts has severely hampered recovery. 
[26 ] 
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Reports on events and trends, primarily from Dun & 

BrapstreeT offices, indicate a less favorable feeling REGIONAL TRADE BAROMETERS 

among business men in most regions than has been March March 1937 1935 
: Retail 

prevalent in recent months. The temporary adverse 1937 Compored Salen 

: ee Regional with (%) 

effect on retail trade of rainy weather through much of REGION ladies March 1936 2. 

the Middle West and comparison of a post-Easter April af es 

with last year have been pretty thoroughly discounted. U.S. 103.2 100.0 

The feeling seems to start with the slackening of — ee 78 
orders at various points along the distribution channels 
for textiles and clothing and from the contrast of a 2, NEW YORK CITY 87.0 10.3 

: r of : Ss Wi of ing 
norm il flow of steel orders with the flood of buying ne re wi 
which occurred two months ago in anticipation of SYRACUSE 
strikes. Many wholesalers seem to consider the lull in 4. BUFFALO AND 91.8 1.9 
: ; ROCHESTER 
business a little more than seasonal, and several retail 
ee: , 5. NORTHERN NEW 93.2 2.9 
trade observers believe that the increased department JERSEY 
store volume as compared with a year ago just about 6. PHILADELPHIA 99.5 6.2 
compensates for the rise in prices. 

Many regions report remarkable increases in home * ee = - 
construction as compared with last Spring, but in several « cea 109.4 29 
big cities the rapidly rising costs of labor and materials ; 

nee om ; yee ; . 9. CINCINNATI AND 114.3 3.1 
_ eure as rapid an increase as housing experts py mire 
deliev sirable. 

aS Seer 10. INDIANAPOLIS — 120.5 2.6 
AND LOUISVILLE 

THE MAP AND CHART compare the March, 1937, indexes with 11. CHICAGO 109.2 6.4 
those for the same month a year ago. In the column at the extreme 
right of the chart there is indicated the relative importance of the 
regions: the figures are percentages of national retail trade from the 12. Gernot - 
1935 Census of Business. = 

! 13. MILWAUKEE 5 

THE INDEXES for the several regions (charted, with U. S., from -" 
1928, on pages 28-32; five months’ figures on page 32) are composites 
based on: bank debits (Federal Reserve Board), department store sales 14. Se 99.1 4.5 
(Federal Reserve Board), new car sales (R. L. Polk & Company), and 
life insurance sales (Life Insurance Sales Research Bureau). In 15. IOWA AND 83.2 3.0 
regions 2, 3, 4, 5, and 14, wholesale sales, and in region 2, advertising NEBRASKA 
linage, which were found to make those indexes more accurate, are 16. ST. LOUIS 92.7 25 
included. Each index is separately adjusted for seasonal variation and came ‘ 
for the number of business days in each month. All are comparable. 100.5 

The monthly average for the five years 1928-1932 equals 100. 17. KANSAS CITY ; 3.6 
THE PARAGRAPHS printed opposite the twenty-nine regional 18. MARYLAND AND 109.6 38 
charts quote figures for March based on samples of department stores VIRGINIA 
reporting to the Federal Reserve banks; for April and May based on 
opinions and comments of business men in various lines of trade, 19. NORTH AND 113.0 2.1 
gathered and weighed by the local Dun & BrapsTrREET offices in making SOUTH CAROLINA 
up their estimates. 20. ATLANTA AND 117.5 3.5 
BIRMINGHAM 
21, FLORIDA 115.0 1.3 
| | | 22. MEMPHIS 112.8 1.5 
140 U. S. TRA 
S. TRADE BAROMETER 23. NEW ORLEANS = !03.0 1.0 
24. TEXAS 111.0 
+120 i 
25. DENVER 119.6 1.3 
1928-32 = 100 
100 26. SALT LAKE CiTy 105.6 8 
4 27. PORTLAND AND 105.5 2.7 
80 SEATTLE 
| 28. SAN FRANCISCC 98.7 3.4 
r 60 29. LOS ANGELES 103.1 3.9 
1928 | 1929 | 1930 | 1931 | 1932 | 1933 | 1934 | 1935 | 1936 | 1937 i" 
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REGION I: MAR., 94.5 FEB., 94.8 MAR. 1936, 84.2 
Mar.—Percentage department store increases over previous March: Boston 4, Provi- 
dence 9, New Haven 13. Auto sales 46% above last year, one of largest gains, but 
index only 12.2% above last year. Apr.—Percentage retail trade increases over previ- 
ous April; Bangor 10; Portland 5, Manchester 7, Boston 5, Worcester 10, Providence 
3, Hartford 10, New Haven 7. Springheld down 10. Wholesale trade changes: 
Portland -++5, Springfield —10, Boston +20. Springfield trade retarded by fear of 
labor trouble. Employment and payrolls above last year at every point, some all- 
time records. Collections prompter than last year at Springfield, Worcester, Provi- 
dence, and Hartford; steady elsewhere. May—Textile and shoe orders slackening 


around Boston, seasonal dullness in other industries. 


REGION 2: 


MAR., 87.0 FEB., 88.8 MAR. 1936, 79.8 
Mar.—Bank debits only 55% above last year, far the smallest gain in any region. 
Index up 9%, next to smallest gain. Percentage increases in department store sales 
over previous March: New York City 13, Westchester-Stamford 7, Bridgeport 21. 
Apr.—Percentage retail trade increases over previous April: Bridgeport 0, West- 
chester—Stamford 6, New York City department stores 4, New York retail parce] 
deliveries 8. Weakness in stock market and textile and clothing trades damaged 
business confidence. Heavy equipment sales continued strong. Grain reccipts by 
rail and water 118% above last year. Collections in clothing lines slower than 
last year, other lines prompter. May—New York City department store sales and 
parcel deliveries 9-12% above last year’s level. 

REGION 3: MAR., 97.0 FEB., 96.2 MAR. 1936, 85.2 
Mar.—Percentage department store sales increases over previous March: Syracuse 
14, Albany 8. Apr.—Percentage retail trade increases over previous April: Albany 
5, Syracuse 15, Binghamton 12, Gloversville 5, Utica 5. Wholesale trade in- 
creases: Albany 5, Syracuse 20. Durable goods production trend still upward. 
Binghamton shoe factories continue record sales, Utica textile production markedly 
above last April. Strike at Syracuse typewriter plant settled. Payrolls and produc- 
tion stil] lagging at Gloversville. Utica and Syracuse collections better, elsewhere 
about the same as last year. May—Syracuse and Binghamton retail trade reported 


10% above last ycar’s level. Dairy farmers disturbed by New York City milk price 


fe) 


uncertainty. Wage increases at Albany. 


REGION 4: MaR., 91.8 FEB., QI.2 MAR. 1936, 79.5 
Mar.—Percentage department store sales over previous March: Buffalo 26, Rochester 
18. Apr.—Percentage retail trade increases over previous April: Buffalo 4, James- 
town 7, Elmira 15, Rochester 6. Buffalo wholesale trade up 5. Cold weather 
retarded retail buying, men’s clothing sales most affected. Buffalo steel production 
reached all-time high. All Rochester industries report improved conditions, build- 
ing permits 223°% above last year. Payrolls and production up throughout region. 
Collections ahead of last year at Jamestown, steady elsewhere. May—Rochester 
trade reported 10% above last year’s level, Buffalo 5%. Buffalo steel production 
dropped from 93% to 88% of capacity, because of repair shutdowns. 


REGION 5: MAR., 93.2 FEB., 91.6 MAR. 1936, 82.6 
Mar.—Northern New Jersey department store sales increased 12% over previous 
March. Apr.—Retail trade 7% above last April. Wholesale trade up 10%. All 
north Jersey industries report decided improvement over 1936, with heavy indus- 
tries and textiles leading trend. All construction trades very active around Newark. 
Payrolls and production up. Newark collections better than last year. May—Re- 
tail trade reported 18% above last year’s level. Construction increasing seasonally. 
Industries generally appear fearful of new taxes, are avoiding heavy inventory com- 
mitments. Some recessions of orders in heavy industries and textiles. 


REGION 6: MAR., 99.5 FEB., 89.3 MAR. 1936, 81.9 
Mar.—Percentage department store sales increases over previous March: Phila- 
delphia 9, Trenton 10, Scranton 11, Reading 18. Auto sales, bank debits 36% above 
last year, among largest gains. Apr.—Percentage retail trade changes from pre- 
vious April: Trenton +20, Allentown no change, Philadelphia +4, Reading +15, 
Wilkes-Barre —5, Scranton +-10, Williamsport —2, Harrisburg —5, York +12, 
Wilmington +5, Johnstown +5. Philadelphia wholesale trade up 4%. Payrolls 
increased at many points. Reading hosiery strike settled; small strikes still preva- 
lent in Philadelphia. Collections prompter than Jast year at Trenton, slower at 
Scranton, about even elsewhere. May—Philadelphia retail trade reported 11% 
above last year’s level. Textile and clothing orders slackening somewhat. 
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REGION 7: MAR.,, 105.8 FEB., 100.9 MAR. 1936, 75:7 
Mar.—This region continues to show far the greatest improvement over last March 
(40%) of any of the 29 regions. Apr.—Percentage retail trade increases over 
previous April: Erie 8, Youngstown 30, Pittsburgh 8, Clarksburg 10, Parkers- 
burg 5, Huntington 10, Charleston 5, Bluefield 7. Wholesale trade changes: Charles- 
ton +5, Pittsburgh no change. Erie industries maintain upward trend. Pittsburgh 
and Youngstown heavy industries busy. Payrolls and production up throughout 
region. Collections better than last year at Erie and Bluefield, steady elsewhere. 
May—Pittsburgh steel production continued 95°% of capacity, scrap prices declining, 
orders off somewhat, retail trade holding 10% to 15% above last year’s level. 
Youngstown production 83%. 


REGION 8: MAR., 109.4 FEB., 103.9 MAR. 1936, 88.1 
Mar.—Percentage department store sales increases over previous March: Cleveland 
26, Akron 47, Toledo 17._ Wholesale grocery trade increases: Cleveland 14, Akron 
20, Toledo 20. Index 24% above last year, one of largest gains. Apr.—Percentage re- 
tail trade increases over previous April: Cleveland 10, Akron 10, Canton 35, Toledo 
11. Wholesale trade increases: Cleveland 10, Akron 5, Toledo 18. Sales and pro- 
duction above last year except at Akron, which was retarded by strikes. Toledo pay- 
rolls estimated 30% above last year following strike settlement. May—Many in- 
dustries withholding purchases expecting lower raw material prices. Akron tire and 
retail strikes settled, bus drivers still out. Toledo retail sales even with last year. 


REGION 9: MAR., II4.3 FEB., II0.2 MAR. 1936, 94.3 
Mar.—Percentage department store sales increases over previous March: Cincinnati 
33, Columbus 23. Index 21% above last year, one of largest gains in any region. 
Apr.—Percentage retail trade increases over previous April: Cincinnati 22, Columbus 
up, Lexington 10, Portsmouth 10, Dayton 35, Springfield 5, Zanesville 8. Wholesale 
trade up at Cincinnati and Columbus. Shoe production at Columbus and Cincinnati 
somewhat off. Payrolls and production better than last year at Cincinnati and Ports- 
mouth, about the same at other points. Cincinnati and Springfield collections 
prompter than last April, elsewhere steady. May—Cincinnati retail trade 5°%% above 
last year, Columbus 10%. Wholesale trade increases somewhat larger. 


REGION 10: MAR., 120.5 FEB., 99.3 MAR. 1936, 92.0 
Mar.—Louisville department store sales increased 35°% over last March. Issuance 
of building permits in Indianapolis reached 1930 peak. Index gain of 21 points over 
February largest in U. $. Auto sales 72°% above last year. Apr.—Percentage retail 
trade increases over previous April: Louisville 10, Evansville 10, Indianapolis 20, 
Fort Wayne 5. Wholesale trade increases: Louisville 20, Indianapolis 25. Employ- 
ment and payrolls above last year at all reporting points. Louisville paper box, steel 
products and furniture production reported 30% above April, 1936. May—Indian- 
apolis retail trade very little above last year’s level. Rainy weather hampered retail 
trade in many towns. Lull in orders of Fort Wayne hosiery and textile mills. 


REGION II: MAR., 109.2 FEB., 103.8 MAR. 1936, 93.8 
Mar.—Chicago department store sales increased 25°4 above last March. Apr.— 
Percentage retail trade increases over previous April: Chicago 10, South Bend 10, 
Rockford no change, Peoria no change. Chicago wholesale trade increased 15%. 
General strike closed twenty-five furniture plants at Rockford. Labor trouble re- 
tarded trade at Peoria. Real estate values show marked rise at South Bend; auto- 
mobile sales 20% ahead of last year. Payrolls and production above last year except 
at Peoria. Collections better than last April at Chicago, steady elsewhere. May— 
Chicago retail trade continued well above last year’s level, construction hampered by 
high costs, housing shortage feared. 


REGION 12: MAR., I01.3 FEB., 102.4 MAR. 1936, 87.5 
Mar.—Detroit department store sales increased 21% over previous March. Apr.— 
Percentage retail trade increases over previous April: Detroit 10, Grand Rapids 10, 
Saginaw 10. Wholesale trade increases: Detroit 10, Grand Rapids 12. Automobile 
production greatly accelerated following settlement of strikes; last week in April 
output equalled 1929 average. Grand Rapids furniture manufacturers show big sales 
gains over last year. All Saginaw industries report increased activity. Payrolls and 
production up at all points. Collections better than last year at Grand Rapids, steady 
elsewhere. May—Detroit retail trade 10% above last year’s level, wholesale trade 
20%. Unauthorized strikes less frequent, employment 24% above last year. Re- 
tailers building inventories. 
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REGION 13: MAR., 110.5 FEB., 106.1 MAR. 1936, 96.3 
Mar.—Milwaukce department store sales increased 24% over last March. New car 
registrations up 21% over last March, but 88% better than previous month. ApR.— 
Percentage retail trade increases over previous April: Milwaukee 5, Green Bay 12. 
Milwaukee wholesale trade up 59%. Principal Green Bay industries well ahead of 
last year, paper mills at capacity. Milwaukee metal trades very active; plants oper- 
ating full force. Sporadic labor trouble retarded trading somewhat in Milwaukee. 
Payrolls and production up. Collections better than last April at Green Bay, steady 
at Milwaukee. May—Milwaukee retail trade estimated 10% above last year’s level, 
several industrial wage increases announced. 


REGION 14: MAR., 99.1 FEB., 99.9 MAR. 1936, 87.3 
Mar.—Minneapolis department store sales increased 1494 over previous March. 
Automobile sales in region 31% above last year, among the six largest gains. 
Apr.—Percentage retail trade increases over previous April: Duluth 5, Minneapolis 
15, St. Paul 22, La Crosse 10, Fargo 10, Billings 5, Butte no change. Great Falls 
trade down. Wholesale trade changes: Duluth +7, Minneapolis +15, Great Falls 
down. Western South Dakota trade behind last year, country trade elsewhere better 
than in the larger cities. Employment and payrolls above last year at all points. 
Minneapolis and Great Falls flour milling continued slow, but other lines compensate. 
May—St. Paul retail and wholesale trade 21% above last year’s level; crop condi- 
tions favorable; except eastern Montana and western Dakotas. 


REGION 15: MAR., $3.2 FEB., 54.4 MAR. 1936, 81.6 
Mar.—Preliminary index only 2% above last year, smallest gain. Apr.—Per- 
centage retail trade changes from previous April: Burlington +-3, Cedar Rapids +3, 
Davenport —10, Dubuque +10, Waterloo +11, Des Moines —1, Sioux City —5, 
Lincoln —3, Omaha —3. Wholesale trade changes: Omaha no change, Des Moines 
no change, Sioux City —5. Sioux City and Omaha meat packing industries down. 
Heavy industries throughout region report marked improvement. Payrolls and pro- 
duction generally up, steady at Cedar Rapids and Sioux City. Collections better than 
last year at Burlington, steady at Des Moines and Davenport, elsewhere down. May 
—Crop prospects spotty according to Spring rainfall in various localities. Omaha 
retail trade no more than even with last year. 


REGION 16: MAR., 92.7 FEB., 94.9 MAR. 1936, 81.9 
Mar.—Percentage department store sales increases over previous March: Springfield 
14, St. Louis 18. Apr.—Percentage retail trade increases over previous April: St. 
Louis 0, Springfield (IIl.) 10, Quincy 5, Springfield (Mo.) 14. St. Louis wholesale 
trade about same as last year. St. Louis labor troubles constricted retail sales; textile 
and clectrical equipment houses hit. Improved ground conditions caused rural sales 
improvement. Payrolls and production about the same as last year at Quincy, better 
elsewhere. Collections generally good, but below last April at St. Louis. May— 
St. Louis General Motors strike quickly settled, but retail trade continues to lag, about 
even with last year. Rains delayed planting over most of the area. 


REGION 17: MAR., 100.5 FEB., 99.1 MAR. 1936, 92.0 
Mar.—Percentage department store sales increases over previous March: Kansas City 
14, Oklahoma City 14, Tulsa 22. Apr.—Percentage retail trade changes from 
previous April: Kansas City —6, St. Joseph —3, Topeka no change, Wichita +5, 
Oklahoma City +10, Tulsa +15. Wholesale trade changes: Kansas City no change, 
Oklahoma City +10. Building up 35% in Wichita. Natural gasoline prices reach 
nine-year high in Tulsa. Ground conditions favorable, good wheat crop expected. 
Payrolls and production up at Wichita and Tulsa, elsewhere about the same as last 
year. Collections better at Wichita, Tulsa, steady elsewhere. May—Kansas City 
retail trade continued sluggish, St. Joseph retail volume 6% below last year. 


REGION 18: MAR., 109.6 FEB., 105.9 MAR. 1936, 95-5 
Mar.—Percentage department store sales increases over previous March, Baltimore 
19, Washington, D. C. 14. Apr.—Percentage retail trade increases over previous 
April: Baltimore 6, Washington 1, Norfolk 3, Lynchburg 3, Roanoke 5; Richmond 
down 5. Wholesale trade increases: Baltimore 12, Norfolk 10, Richmond 6. Limited 
retail trade increases resulted from change in date of Easter. Employment and pay- 
rolls above last year except at Lynchburg. Furniture plants around Roanoke flooded 
with orders. Baltimore carloadings 14° above last year. Collections better than 
last year at Baltimore, steady elsewhere. May—Baltimore steel production continued 
90% of capacity, retail trade 159%, above May, 1936, wholesale trade 10%. 
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REGION IQ: MAR., I13.0 FEB., 109.9 MAR. 1930, 91.3 


Mar.—North Carolina department store sales increased 28% over last March; South 
Carolina 25°%. Index 24% above last year, automobile sales 437, among largest 
gains for any region. Apr.—Percentage retail trade increases over previous April: 
Asheville 8, Winston-Salem 15, Charlotte 10, Raleigh 10, Charleston 10, Greenville 
15; Wilmington down 10. North Carolina country merchants report better business 
than cities. Textile, tobacco, and shoe industries thriving. Furniture industry 
cramped somewhat by high lumber prices. Collections slower than last year at 
Wilmington (N.C.), prompter at Charlotte, steady elsewhere. May—Tobacco set- 
ting around Winston-Salem delayed by rain and lack of plants, retail trade somewhat 
above last year’s level. Raleigh retail trade 159% above last year. 


REGION 20: MAR., IT7.5 FEB., I14.0 MAR. 1936, 97-6 
+32.1, one of 


Mar.—The percentage change in bank debits for this region was + 
highest and well above U. S. average. Apr.—Percentage retail trade increases over 
previous April: Atlanta 6, Augusta 10, Columbus 15, Macon 23, Savannah 15, Bir- 
mingham 2, Nashville 5, Chattanooga 10; Montgomery down 8 and Knoxville down 
15. Wholesale trade changes: Atlanta +8, Birmingham no change. Building 
supply and textile industries continue upward trend at Augusta and Columbus. 
Birmingham coal mines inactive pending union negotiations. Payrolls and produc- 
tion steady at Knoxville and Nashville, elsewhere above last year.. Collections show 
improvement, but slightly sluggish at Nashville. May—Atlanta retail sales estimated 
12% above 1936 level. Georgia unemployment dwindling. 
REGION 21: MAR., 115.0 FEB., I15.3 MAR. 1936, 98.0 
Mar.—Percentage department store sales increases over previous March: Jackson- 
ville 23, Miami 22. Apr.—Percentage retail trade changes from previous April: 
Jacksonville +4, Tampa —5, Miami +5. Wholesale trade increased 10% at Jack- 
sonville and Tampa. Seasonal decline in trade starting. Recovery Act, which 
would have limited outside capital in Florida, virtually defeated in legislature. Fruit 
prices generally better than last year, crop around Tampa severely damaged by rain. 
Payrolls and production better than last year at Jacksonville, steady elsewhere. Col- 
lections about even with last April. May—Jacksonville retail trade comparison with 
last year slightly better than in April. Citrus fruit crop prospects not quite up to 
last year. 


REGION 22: MAR., I12.8 FEB., 93.5 MAR. 1936, 89.8 
Mar.—Percentage department store sales increases over previous March: Fort Smith 
14, Memphis 28, Little Rock 22. Index gain of 19 points over February, one of 
largest in U. S. Apr.—Percentage retail trade increases over previous April: 
Memphis 20, Fort Smith 9, Little Rock 5. Memphis wholesale trade up 15. Cur- 
tailed Government spending in rural communities retarded Fort Smith wholesale 
trade, manufacturing continued active, furniture off 10°4 from March but 15 
above last year. Crop outlook good, prices firm. Payrolls and production up at 
Fort Smith, elsewhere about the same as last April. Collections improved through- 
out region. May—Retail trade estimated 10% above last year’s level, cotton trading 
quiet. Planting is late. 

REGION 23: MAR., 103.0 FEB., 90.2 MAR. 1936, 87.4 
Mar.—New Orleans department store sales up 20% from last March, wholesale 
hardware trade 22% better. Index gain of 13 points, one of largest in U. S. 
Apr.—Percentage retail trade changes from previous April: New Orleans +15, 
Jackson —5. New Orleans wholesale trade up 20. Building very active in New 
Orleans, record petroleum production. Jackson textile manufactures down slightly. 
Crop conditions appear good, truck products bringing fair prices. Production steady 
throughout region, payrolls up at New Orleans. Collections poorer than last year 
at Jackson, about the same elsewhere. May—New Orleans retail trade continued 
about 12% above last year’s level. Southern pine lumber orders and shipments 
running below last year. 


REGION 24: MAR., ITI.O FEB., 110.6 MAR. 1936, 97.9 


Mar.—Percentage department store sales increases over previous March: Dallas 12, 
Fort Worth 8, Houston 22. Apr.—Percentage retail trade increases over previous 
April: Dallas 10, Fort Worth 15, Amarillo 10, Lubbock 10, Wichita Falls 10, El 
Paso 10, Houston 19, Galveston 20, Waco 10, Austin 10, Shreveport 20; San 
Antonio down 3. Wholesale trade increases: Dallas 10, Houston 20, Fort Worth 20. 
West Texas wool crop bringing best prices in six years, dry weather threatening 
wheat crops. Employment and payrolls above last year at Dallas, Fort Worth and 
Houston, steady elsewhere. May—Dallas retail trade reported 15° above last 
year’s level. Wholesaling up 10%, but retarded by poor business conditions in 
rural territories. 
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| Mar.—The percentage change for new car registrations for this region was 75.5, 

the highest recorded anywhere in the country. Apr.—Percentage retail trade changes 
from previous April: Denver +14, Albuquerque no change. Denver wholesale 
trade up 12%. Albuquerque mills operating close to capacity; coal mining off sea- 
sonally. Building construction very active in New Mexico. Payrolls and production 
up at all points. Collections better than last year at Denver, but sluggish at Albu- 










| 25. DENVER 
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querque. May—Denver retail trade 5°% above last year’s level, wholesale trade 7%, 
construction curtailed by rising labor and material costs. Denver collections slower 
than in recent months, about on a par with last year. Crop prospects: Winter wheat 
best since 1931, fruit better than last year. 
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REGION 26: MAR., 105.6 FEB., 102.4 MAR. 1936, 91.6 


Mar.—Salt Lake City department store sales increased 249% over previous March, 
general wholesale trade up 23%, dry goods 7%, electrical 110%. New car registra- 
tions were 7% better than last March, much below U. S. average. Apr.—Salt Lake 
City general retail and wholesale trade both up 10% over last year, department and 
furniture stores in Utah and southern Idaho down 2°%. Metal mining and smelting 
still very active, with payrolls and employment up and production about 10% ahead 
aa of last year. Agricultural condition favorable, frost damage slight. Flour milling 

20% ahead of last year. Other payrolls and production up and collections faster 
| | a3 is than last April. May—Salt Lake City retail trade somewhat above last year. 
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27 PORTLAND AND SEATTLE 


fk i REGION 27: MAR., 105.5 FEB., 94.3 MAR. 1936, 89.7 
| Mar.—Percentage department store sales increases over previous March: Seattle 28, 
Tacoma 32, Spokane 24, Portland 25. Automobile sales up 144% from February. 
Apr.—Percentage rctail trade increases over previous March: Seattle 8, Spokane 5, 
Portland 14, Tacoma up. Wholesale trade increases: Seattle 12, Portland 13. Buy- 
ing at Seattle generally retarded by expected strike in salmon industry. Tacoma f 
lumber mills working at capacity, prices equal 1929, some labor trouble. Payrolls i 
and production up at all points. Collections better than last year at Seattle and 
Portland, steady elsewhere. May—Strikes in twenty-four logging operations closed 
many lumber mills but early settlement expected. Portland building permits 55% 
ae above last year. Seattle and Tacoma retail trade up 14%. 
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ei kg REGION 28: MAR., 98.7 FEB., 100.2 MAR. 1936, 88.3 
A 28. SAN FRANCISCO . : 


Mar.—Percentage department store sales increases over previous March: San Fran- 
cisco 19, Oakland 21. State gasoline consumption below last year, index only 12% 
above. Apr.—Percentage retail trade increases over previous April: San Francisco 
5, Sacramento 2, Oakland no change; Fresno down 10. San Francisco wholesale 
trade increased 20%. Heavy industries in San Francisco very active, Sacramento 
canneries opening, employing seasonal labor force. Bad weather and labor trouble 
adversely affected Fresno industries and retarded trading. Crop yield expected to 
be about average. Payrolls ard production up at all points except Fresno. Collec- 
tions generally slower. May—San Francisco retail and wholesale trade spotty. 
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REGION 29: MAR., 103. FEB., 102.0 MAR. 1936, 84.1 





Mar.—Los Angeles department store sales increased 24°% over previous March. In- 
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29. LOS ANGELES 
20 dex 23% above last year, one of largest gains. Apr.—Retail trade changes from 
00 
80 


previous April: Los Angeles +10%, Phoenix up. Los Angeles wholesale trade up 
20%. All Los Angeles industries continue at high levels, aircraft manufacturing 
showing greatest advances. Considerable mining activity around Phoenix with 
other industries also reporting increased production and payrolls. Building trades 
report marked advances over last year. Collections better than last year at Los 
© Angeles, steady elsewhere. May—Los Angeles retail trade continued 10% to 20% 
above last year, wholesale trade 25%, many local industries expanding rapidly. 


2 TES ESE SS EEE leteee as [Ee ed SDD! [en Ma: reer ter es: Movie industry threatened by strikes. 
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REGIONAL TRADE BAROMETERS, OcTOBER, 1936-MARCH, 1937 


DRNLOIT acucy puuisn sce yon a. 'S; I 2 3 4 5 6 7 8 9 10 
cot Ne ) PE Eee 103.2 94-5 87.0 97.0 91.8 93.2 99.5 105.8 109.4 114. 
February, 1937.. ate 97.2 94.8 88.8 96.2 91.2 91.6 89.3 100.8 103.9 110. 
January, 1937 ecccccccvece 100.0 96.8 gl.4 101.5 95-7 90.7 90.3 99.2 101.0 101. 
December, 1036. ....20000 101.8 91.9 91.6 95-5 92.5 95.6 93.3 103.5 101.8 107. 
NOVEMDED, 1696.5 <s<0s0000 97-7 89.1 89.9 95-1 89.8 90.7 94.8 98.1 96.4 101. 


5 109.2 101.3 110.5 99.1 
99.3 103.8 102.4 106.1 99.9 
” > 
7 2 





112.2 104.4 11k. 101.9 
108.4 99.6 105.8 102.9 
104.6 97-6 96.5 104.1 99.0 


Com = Nw 
N 


I insctes cise wmianas 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 

BERT, 8057-2 nesccessceces 83.2 100.5 109.6 113.0 117.5 115.0 112.8 103.0 111.0 119.6 105.6 105.5 08.7 103.1 
PETMRTY, 3987 <.cvsccccsvs 84.4 94.9 99.1 105.9 109.9 114.0 115.3 93.5 90.2 110.6 118. 102.4 94.3 100.2 102.0 
January, 1937... 88.5 99.0 103.6 108.4 120. 115.7 121.6 99.5 103.2 114.6 112.¢ 098.1 94.6 99.9 101.1 
SDOCEMIDET, F986. ov r<cevcve 95-7 97.8 102.2 109.7 III 113.3 109.5 107.6 111.9 114.6 119. 08.7 101.0 107.9 108.9 
November, 1936........+-. 88.9 90.4 94-9 110.1 105.1 109.7 116.3 100.4 98.7 107.8 114. 95-1 96.0 101.6 101.6 


92.7 


uN 





SA 
ome) 








NuMBER OF FAILURES 


1937 1936 1935 1934 








January ... 811 1,077 1,146 1,317 
February .. 721 856 956 1,017 
March .... 820 946 940 =‘1,069 
Apr «..<. 786 830 ©61,083 ~=—-1,020 
Maye. 2.2 sae 832 1,004 942 
June ...... see 773 944 992 
VAIS sess Se 639 go2 870 
August ... oe 655 884 872 
September. ... 586 787 aay 
October . ee 611 1,056 1,039 
November . es 688 898 882 
December . : 692 gio 933 
Total U.S. ... 885 -tn,510 31,724 











LiaBiLities oF FaiLures * 


1937 1936 1935 1934 
January ... 8,661 18,104 14,603 29,035 
February .. 9,771 14,089 15,217 16,772 





March ....10,922 16,271 15,361 24,002 
April ..... 8,906 14,157 16,529 22,871 
May ..... + 15,375 145339 20,787 
Jatie ..... ...« IGF Ware 2o5or 
july......=. -ee+ 9,904 16,523 16,555 
August... ..... §a7e 313,266 19,703 
September. .... 9,819 17,002 15,552 
October... .... 8,266 17,185 16,973 
November. .... 11,532 14,384 14,376 
December . .. 12,288 15,686 16,981 
Total U. S. 147,253 183,013 230,198 


* In thousands of dollars. 


SUMMARY OF INDUSTRIAL AND COMMERCIAL FAILURES 


Dwun’s INsotvency INDEx ¢ 


1937 1936 1935 1934 


FARAR Y= os esc ies 46.0 62.8 66.7. 77.0 
February ...... 48.4 56.4 66.0 67.3 
ee 44-9 53-0 55.0 60.4 
NMR ao oes 46.4 50.3 63.5 62.4 
MAGeeh chess ... 46.3 58.8 55.4 
je eee -- 44.5 57.5 58.4 
JG cccectce «ts SRR See se 
AGREE eae ... 36.2 49.8 49.5 
September .....  ... 33-4 50.0 48.8 
October. ..2..- -«s 359 G28 Gog 
November ..... ... 44-3 59-4 55.8 
December ..... ... 42.6 53.3 56.6 


Monthly Average 46.4 45.3 57.9 58.6 


+ Apparent annual failures per 10,000 enterprises. 
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ANALYZING THE RECORD OF INDUSTRIAL 
and COMMERCIAL FAILURES 


PRIL continues the indication that 
the bottom in the failures record 
was reached last year. In actual num- 
bers there was a decrease from 820 in 
March to 786 in April, with liabilities 
which fell from $10,922,000 to $8,906,- 
ooo. Adjustment of these figures to 
allow for the number of working days 
in the month and the number of firms 
in business shows that April really ex- 
perienced an increase in failures from 
44.9 per year per 10,000 firms to 46.4. 
The insolvency index is a much more 
reliable and important measure of fail- 
ures than actual numbers and permits 
comparison with other periods. The 
normal seasonal trend at this time of 
year, based on the entire record avail- 
able for the past, is a continuous month- 
ly drop until late Summer. However, 
in recent years there frequently has 
been a slight upturn in April, so the 
current rise from March may not be 
considered entirely unusual. While the 
figures are still below those of a year 
ago, each recent month has seen the 
gap narrow, and the index in April was 


APRIL CASES HOLD UP GENERAL LEVEL 


nearer to the year-previous figure than 
at any time in over a year. 

The past record shows that with busi- 
ness improvement there is an increase 
in failures. This may be due in part to 
an increase in the number of firms 
opening for business, which widens the 
field for failures, particularly by adding 
unseasoned enterprises. Furthermore, 


revival in business increases the amount 
of venturing, expansion, and specula- 
tion, all of which may lead to large re- 
turns or to the bankruptcy courts. 
The April distribution of failures is 
characterized by very diverse move- 
ments within industrial and geographi- 
cal divisions. In brief, the monthly 
level was held up by manufacturing 
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1935 1936 1937 


Fartures By Divisions oF INpUstRY—APRIL, 1937 AND 1936 


(Liabilities in thousands of dollars) 


MANUFACTURING 


MOGES<: iid on ane ea eee erect 
WOR OS 53 Fhe one eet ee ee ee 
BUGTEST PMOICIS oc a doco caer ase 
Paper, Printing and Publishing. ...... 
Chemicals and Drugs............... 
ECC! CR nS RA te a bec Scale nate 8 tac 
Leather and Leather Products........ 
Stone, Clay, Glass and Products...... 
[c) TT Te (St (a ge a IP 
DRAG HIIOEY? 201). & near oa site ceatccaenine 
Transportation Equipment........... 
PUM OTOL Booey ay toatl hihaesee bouctaigr tate 
Total Manufacturing oi) 66. 66sce dso 
Per cent of month's total ... ...0.s-00s0 


WHOLESALE TRADE 
Farm Products, Foods, Groceries. ..... 
Clothing and Furnishings............ 
Dry Goods:and Textiles... 5...5566.-+ 
Lumber, Building Materials, Hardware. 
Chemicals: and’ Dinigs. «6:50:05 040° 
ELLE Pere iny Sed ot iN hor PR EN ete SERTRR 
Automotive Products:. ..... 66546060 
DIDDY GAOUSES 550. os Sa wees toawn's 


EELS CU, SAE al ana a ears ee en et Pit 


Total Wholesale: Trade... ...5.504....< 
Per cent of month’s total............ 


RETAIL TRADE 
BOGd6 0. wnt icwe ean neces 
Farm Supplies, General Stores........ 
General Merchandise . 22... (5.066606 00% 
WANDA ee cose eet ytavee erie ere 
Furniture, Household Furnishings... . . 
Lumber, Building Materials, Hardware 
Automotive Products. .............. 
PRORLAMP AUN 2 oof. 2ts esis oreiis peverwiecc eos 
MPP os oo ceshs'sta!éorsin wisrepisierele as eiv wie 
PAR MAREE oicy os 5. 605 15 gies Ace saetOrR aes 


TGtal Rete DEANE ooo ch eee sean 
Per cent of month's total ...2.5<.0 050%. 
CONSTRUCTION 
General (Contractors... 6.06 des eeears.ce 
Carpenters and Builders............. 
3uilding Sub-contractors............ 
Oihier Wontractars i... 6.s/6.<ievescsssare neler 


Dota GConstction..o5.6 64ci04 6 sess 
Per cent of month’s total............ 


CoMMERCIAL SERVICE 


Cleaners and Dyers, Tailors.......... 
Haulage, Buses; Taxis, €te oo. 5.56:4.0. 0:6: 
RSE) ochre ssiara cowie so tealoneea ep etacw ie Ses 
Rares ios ss cis ence ae os wee eves 
RT MRREAR ENS: 5055 cian bs, ooo Caen 
FAL POPBEE -. x soo Sars ce emanate gree aw eles 
Total Commercial Service............ 
Per cent of month’s total ......660000 
Axial Waited States = 65s ies lees 
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Apr. Mar. Apr. 

1937 1937 1936 

859 958 762 

283 319 625 

270 115 169 

86 243 1,020 

99 109 108 

7 150 122 

144 62 140 

61 99 808 

73 123 154 

7 340 93 

2 65 ! 110 
8 211 223 848 
2,165 1744 4,959 

24.3 ee 35.0 

416 636 420 

41 6 71 

44 79 7} 

129 203 356 

35 70 108 

26 40 12 

35 159 96 

55 143 122 

264 248 288 

1,045 1,584 1,480 

11.8 14.5 10.5 

54 761 1,043 814 
25 27 184 179 
30 148 242 358 
86 482 473 526 
37 77, 196 531 
36 318 123 277 
27 341 670 377 
33 276 456 341 
44 184 264 422 
34 199 276 1,756 
35313 3,927 5,581 

37.2 36.0 39-4 

71 188 573 

1,401 584 822 

267 1,058 174 

204 308 I 

943 2,138 1,570 

21.8 19.6 FIT 

10 73 109 148 
9 97 106 144 
4 109 15 134 
5 109 20 66 
2 20 44 3 
8 32 235 72 
440 529 567 

4-9 4.8 4.0 

8,906 10,922 14,157 
































failures in the Cleveland, Chicago, and 
San Francisco districts, and by retail 
trade defaults in New York City and 
the West Coast cities. These retail 
trade failures appeared to be among 
wearing apparel shops. In manu- 
facturing the increases were mainly in 
forest products and iron and steel prod- 
ucts. Compared with a year ago, five 
out of eleven manufacturing lines re- 
ported increased failures, with textile 
products showing a decided drop of 
50 per cent. 

The San Francisco district, as a 
whole, experienced a large increase in 
failures in all three major industry 
groups, causing a 30 per cent jump. 
Districts which showed the normal 
downward seasonal movement were 
Boston, Richmond, Chicago, and Kan- 
sas City, although, as mentioned above, 
Chicago had increased manufacturing 
failures. The increase in retail trade 
failures so evident in New York City 
and the San Francisco district cities did 
not appear in any of the other large 
cities. 

The cumulative standing of the dis- 
tricts is as follows: 








Federal Reserve Jan.-Apr. Jan.-Apr. Change 

Districts 1937 1936 Per Cent 
ANAS So cteee ete 54 107 —50 
Sb OMe As ai 6<:6 92 151 —39 
San Francisco... 3922 424 —24 
Kansas 'City........... 137 171 —20 
Boston cos ics. 204 358 —18 
New York....... 1,023 1227 —I7 
Philadelphia ..... 168 199 —16 
Minneapolis . .... 69 82 —16 
Cleveland ....... 230 267 —I4 
Chicago... .6:.+ 430 436 —iI 
PUAN Ga oo did ce 125 113 +11 
Richmond ...... 194 174 +11 
TNOUAN 8 oho. soe eke 3,138 3,709 —I15 


Turning from numbers of failures to 
the amount of money involved, total 
liabilities fell $2,000,000 to within the 
lowest range for a long period of time. 
This drop was due to the fact that there 
were fewer failures of companies with 
substantial liabilities, and that what in- 
creases there were, such as the retail 
shops and manufacturing companies 
mentioned above, were among small 
enterprises. 

The very large failures with liabil- 
ities over $100,000 decreased from ten 





Faitures By INpUsTRIAL Groups AND SIZE OF LIABILITIES 
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to six. Four of them were in construc- 
tion where liabilities may involve real 
estate speculative undertakings. One 
was a rural general store which had 
served a large district for a great many 
years. Its difficulties appeared to be the 
result of too generous a credit policy. 
The other was a brewing company, 
which, like many others, expended its 
capital in expensive rehabilitation of an 
old plant. 

Comparison of April failures with 
those of a year ago by size is as follows: 


Apr. 1937 Apr. 1936 Change 


Liabilities (Number) (Number) (Per Cent) 





Under $5,000. ..... 347 360 —4 
$5,000-$25,000 .. .. 371 369 + 5 
$25,000-$100,000 .. 62 88 —30 
$100,000 and over... 6 13 —54 
PR OUANG ere scch sets o sia'9c3 786 830 —5 
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1936 1937 


Canadian Failures 


Business failures in Canada num- 
bered 87 in April with $438,000 liabil- 
ities, compared with 109 in March and 
134 a year ago. The decrease from last 
month was 20 per cent, caused by large 
decreases in retail and wholesale trade 
partly offset by increases in failures 
among manufacturers and commercial 
service lines. The decrease was mainly 
among small companies and was more 
marked in outlying sections of the 
country than in the cities. Among the 
largest Provinces failures in Quebec de- 
clined 24 per cent and in Ontario 12 per 
cent, while in Manitoba there was an 
increase. 





Note: In Dun’s Statistica Review there are published 
more detailed failure statistics by States, large cities, in- 
dustrial divisions, and size of liabilities. 




















APRIL 


ETITIONS for reorganization un- 

der Section 77-B of the Bankruptcy 
Act numbered fifty-one in April. Ona 
weekly basis this was a decrease from 
March but was slightly above April a 
year ago. As in commercial failures, 
the low point in 77-B cases appears to 
have been reached last year. 

The monthly variations at the pres- 
ent time are in large part among real 
estate companies and commercial ser- 
vices. The total of manufacturing and 
trade cases remains fairly constant with 
manufacturers much the largest users 
of this provision for reorganization. 


77-B Applications BY Marin Divisions 
oF INpUstRY—APRIL, 1937 AND 1936 
Apr. Mar. Apr. 
1937 1937 1936 
26 


Manufacturing ........... 20 19 
Wholesale Trade.......... 6 3 8 
RUA AWOOE ons 5 5:0:4:5,05010's 7 rf 6 
Construction ....... wees oe I 

Commercial Service....... I II 9 
ERE Rss a vison cuicwwo su ae 34 II 
Total United States....... 51 82 51 


(*) Not included in tabulation of commercial failures, 
such as real estate and investment companies. 


The twenty manufacturing cases in 
April were well distributed throughout 
the field, with four in food lines, two 
being candy firms and one a brewery, 
two in wearing apparel, three in stone 
products, and the balance in scattered 


MonTHLY TREND OF 


77-B CASES AUGMENT FAILURE FIGURES 


PETITIONS DECLINE FROM HIGH MARCH 


lines. The liquor industry was repre- 
sented in wholesale trade as well by 
two Cases. 

Among the thirty-four commercial 
and industrial cases thirteen were en- 
tirely new companies, most of which 
were started after 1929, and twenty- 
one were successions. Of these succes- 
sions an unusual number this month 
were continuing very old enterprises. 
There were four old family affairs 
started early in the last century. All 
of them have been in difficulties in 
recent years and are now operating 
under receivers or extension agree- 
ments. Three others were successions 
to fairly old companies which started 
between 1901 and 1914 as partnerships 
or individual businesses. They also 
have experienced trouble in recent 
years which is culminating now in 
court action. 

The experiences of these old com- 
panies is interesting. The company in- 
corporated in 1886 as a continuation of 
the business founded in 1832, was 
originally capitalized at $100,000 and 
expanded to an authorization of $3,000,- 
000. It first became involved in 1920 
when it was unable to meet notes held 
by banks throughout the country. A 


creditors’ representative became active 


77-B CASES, 1934-1937 
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1936 1937 


in the management and an extension 
was agreed upon. Large payments on 
indebtedness were made over a period 
of years, but finally in 1932 receivers 
were appointed. In 1934 the court 
denied a petition for liquidation but 
ordered a large dividend payment to 
creditors. Part of this was paid at once 
out of cash on hand, the balance to be 
paid over a period of time. 

One of the new companies is a chain. 
Its operations are extensive, with five 
subsidiaries, nineteen units and a large 
commissary. Since its inception in 
1928 there have been yearly profits, but 
the dividend policy was moderate and 
surplus funds were used for expansion. 
Operations in recent years have become 
unsuccessful and with increasing costs 
the company found itself short of 
working capital. In 1936 chattel mort- 
gages, liens and leaseholds and capital 
stock of subsidiaries were given as col- 
lateral for notes and bank loans. 


77-B APPLICATIONS BY MontHs 





NuMBER 

1937 1936 1935 1934 
January ...... 32 84* 104" our 
February ...-. 45 7 74 
DABPED) 5-6. cisco S2* 50 84 
0 i: | 51 si” 112 
WANE scree 8 46 75" LARS 
Rt ciasceresbiva $3 59 65 104 
MNS Ocak ese Di 41" 82 93 
A sie 33 95* 102* 
September ...... 2 51 62 
@ctoher .2... - a 51* 95* 73 
November .... P 34 44 100* 
December ....  .. 39* Vor 97 
Gb iiss Prig’ esas : 588 1,020 Si 


* Five-week month ** Seven months. 


Werkiy AVERAGE 








1937 1936 1935 1934 
January .... 8.0 16.8 20.8 aan 
February : 11.2 he Be 18.5 
March eee ie 52:5 21.0 
Asstth cc. sciue- 100 10.0 28.0 
May Seestl wees : 1.5 26.6 ee 
ere ae 14.8 16.3 25.7 
POI gota cihs uae 8.2 19.8 23,2 
RIRISE SS ces - ates 8.3 18.8 20.4 
BEDIGMMDED s52.5. <0 2 7.0 12.8 15.3 
Octaber onc iss. as 10.2 18.8 18.0 
November .... ... 8.5 11.0 20.0 
December .... ... 7.8 19.3 23.3 
DOGS Sages. cie re 11.1 19.4 20.8 
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SIGNIFICANT BUSINESS INDICATORS 


COMPILED BY THE STATISTICAL STAFF OF “DUN’S REVIEW” 


More detailed figures appear 


Bank Clearings—22 U. S. Cities 


(Millions of dollars) 





Monthly 











7——Daily Average 














€ \ 
1937 1936° 1935 1937 1936 1935, 
VANUALY. 2 e:c.5is bee 27,226 25,262 23,519 1,089.0 971.6 904.6 
February ........ 23,718 22,065 19,108 1,078.1 959.3 868.5 
Warels 555 55 ae 29,412 26,610 24,354 1,089.3 1,023.4 936.7 
1 aj), eR ere 26,086 24,711 22,809 1,003.3 950.4 877.3 
MMA ce es eee ciate ets 22,473 22,908 898.9 881.1 
WING ciaccckiawe sate eure 26,148 BEA | i disivieie 1,005.7 895.7 
WORE nec aieiaee  <oaees 24,918 oS): ne eae 958.4 926.9 
BROS sioncishe Sekine 21,269 22,313 818.0 826.4 
September ¢.0¢ ss ncnews 23,927 MON. ene 957.1 874.4 
COPIER EN sas ete es 25,852 BAO i Sees 994.3 926.0 
November ...4.. 00 2.041 24,554 Dr oo) | a 1,116.1 967.0 
DOCOMIRE cssijine eschees 31,153 24,089 1,198.2 963.6 
SRORAD -6.3.650 5-80 298,942 272,895 987.6 904.0 
Building Permit Values—215 Cities 
By Geographical Groups 
April April Change March Change 
Groups: 1937 1936 P: Ct. 1937 PG. 
New England....... $10,601,353 $4,308,349 —+146.1 $5,707,849 + 85.8 
Middle Atlantic... ... 39,194,522 26,928,382 + 45.6 50,253,419 — 22.0 
South Atlantic....... 10,410,017 9,700,062 + 7.3 10,940,961 — 4.8 
East Central. 2.25... 21,278,485 17,619,761 + 20.8 19,701,084 + 20.8 
South Central. ...... 9,828,092 8,017,199 + 22.6 10,767,024 — 8.7 
West Central... 56645. 6,300,116 3,966,440 + 58.9 4,460,539 + 41.3 
Mountain. «.........-<.. 2,383,838 1,533,980 + 55.4 2,568,201 — 7.2 
RAGMIC! ooo e440. 4;2 9448 17,529,353 11,829,022 + 48.2 16,670,083 + 5.2 
Metal Win Sk oo 55. .$117,525,776 $83,903,095 + 40.1 $121,069,160 — 2.9 
New York City...... $27,110,582 $13,592,566 + 99.5 $35,871,602 — 24.4 
Outside N. Y. C. $90,415,194 $70,310,529 + 28.6 $85,197,558 + 6.1 


U.S. 

East of 
1937 Rockies 
Mar. 6... 41,996 
Mar. 13... 40,480 
Mar. 20... 38,939 
Mar. 27... 37,434 
APE: 3... 35,205 
Apr. 10... 33,017 
Apr: 17 2,625 
Apr. 2 29,715 
May 1... 27,102 
May 8... 24,445 
May 15... 21,943 


* Reported by Broomhall. 


World Visible Wheat Supplies 


(Thousands of bushels) 


U.S. 
Pacific 
Coast 
5;717 
5,771 
5,661 
5,687 
5,839 
5,657 
5,476 
5,087 
4,606 
45545 
4,439 


Canada 
88,101 
86,322 
85,213 
83,841 
82,568 
80,927 
77-934 
75:75 
72,230 
68,326 
64,151 


Total U.S. 

and Canada 

both Coasts 
135,814 
132,573 
129,813 
126,962 
123,622 
120,501 
116,035 
110,477 
103,938 
97,316 
995533 


U.k.* 
and 
Afloat 
72,100 
70,900 
735300 
70,600 
70,000 
66,500 
67,100 
16,700 
66,7 
62,500 


60,600 


57,300 


Conti- 
nent * 
4,900 
5,200 
5,300 
5,300 
5,200 
5,900 
6,200 
6,100 
5,200 
5,100 
5,700 


Total 
America 

and 
Europe 
212,814 
208,673 
208,413 
202,862 
198,822 
192,901 
189,335 
183,277 
171,638 
163,016 
1535533 


in “‘Dun’s SratisticaL Review"’ 


Dun © Bradstreet 
Wholesale Commodity Price Index 


Groups: 
Breadstuffs 
Livestoel. ccc hess 
Provisions ......... 
Ly Eee ee 
Hides and Leather. . . 
WN 5k ees oc Ss 
WAAC oie dose a Oma 
Coal and Coke...... 
Oils 
Naval Stores ... 
Building Materials. . . 


Chemicals and Drugs 


Miscellaneous . 


Total All... 6s. 


(First of Month) 


FANUSE cas bees a 
es 
March .... 


April 
May .. 


August 
Sememen as. «: 6 oxee 
3, ae 
November . 
December 


Monthly Average 





May 1, Apr. 1, 
1937 1937 
$0.1619  $0.1629 

4954 4279 
2.9107 2.9599 
.2375 2388 
1.2463 1.2550 
3-2596 3-3086 
8991 1.0313 
0118 OIIl 
-6540 .6500 
.1196 .1209 
-1347 8323 
8436 8436 
6317 6728 
. $11.5159 $11.8150 
1937 1936 
$11.1360 $10.3641 
11.2320 10.0204 
11.3494 9.9196 
11.8150 9.8541 
II.5159 9.8191 
aaaratar 9-7374 
Jee 9.8538 
coneewe 10.1445 
ery 10.1907 
aoe 10.2716 
stratarane 10.2214 
aeaades 10.7895 





. $11.4097 


$10.0989 


Dun’s Index Number 


of Wholesale Commodity Prices 


Groups: 
Breadstuffs . 
| See ae 
Dairy and Garden 
Other Food . 
Clothing . ... 
Metals 
Miscellaneous 


Total All 


(First of Month) 
January 


February 
March .. 


April ... 


a) a 


November ......... 
December .......-- 


Monthly Average. . 








May |, Apr. 1, 
1937 1937 
$39.873 $38.792 

23.984 24.026 
20.892 22.825 
18.868 18.913 
35-513 35-522 
25.503 25.470 
40.348 40.002 
$204.981 $205.550 
1937 1936 
$206.544 $178.063 
203.206 179.045 
205.177 179.601 
205.550 173.649 
204.981 173-485 
sae wince 172.136 
ee 178.240 
a ee 181.878 
wate 182.498 
eee 183.153 
ee 184.397 
Senet 192.959 
.. $205.092 $179.925 





























ODD AND INTERESTING ITEMS 


Hourly Entrance Rates 


55 


BUILDING 


45 
ALL INDUSTRIES 


CENTS 
é 


MANUFACTURING 


35 





23 
1926 1927 1928 1929 1930 1931 1932 1933 1934 1935 1936 


AVERAGE Hourty ENTRANCE RaTEs OF ADULT MALE CoMMON LABORERS, 
1926-1936—These data trace the general trend in the averages, but are 
not based on exactly identical establishments. 


HE average hourly entrance rate of adult male common 

laborers in the United States, based on data from twenty 
important industries, was 43.2 cents in July, 1936, reports 
the United States Bureau of Labor Statistics in its eleventh 
annual survey on this subject. 

Large differences existed between regions and indus- 
tries; the entrance rates varied from 10 cents to $1 an hour. 
About one-fifth (19.9 per cent) of the 218,135 laborers 
working at the entrance rates received less than 37.5 cents; 
over two-thirds (67.5 per cent) were concentrated in the 
groups receiving more than 37.5 cents and under 52.5 cents. 

The geographical differential is considerably responsible 
for the spread in average hourly entrance rates: 


Mexican 

Total White Negro or Other 
United States....... -432 -448 354 411 
Ee ee ee 461 462 .460 .438 
re ORR ate See Se 334 368 .297 296 


By national totals for industries, petroleum refining led 
with 52.5 cents per hour; building construction ran second 
with 50.9 cents; and the fertilizer industry was the lowest, 
29.6 cents. 

For thirteen industries comparable figures are available 
from 1926. For these industries the 1936 average was 43.4 
cents, higher even than the 1929 peak of 43.2 cents. 


Railroad Revenues 


Asourt 80 per cent of the total operating revenue of 
Class I railroads is freight revenue, which had been bol- 
stered up from April 18, 1935, to December 31, 1936, by the 
emergency freight surcharges. For the three months before 
the rate decrease freight revenue was 19.8 per cent ahead 


THROUGH THE STATISTICIAN’S EYES 
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FROM THE MONTH’S RECORD 


of the year before; for the three months after the cut, the 
gain over a year ago was 13.6 per cent. 

Freight revenue per ton mile had in the last half of 1936 
reached the lowest levels since the war. The December 
figure was .g63 cents compared with .898 in January, the 
latest month available. Carloadings for the first quarter 
of 1937 set a new high record for the recovery period with 
an increase over the first quarter of 1936 of 15 per cent. 

Passenger revenue is a much smaller part of total revenue, 
varying between one-eighth and one-ninth of the freight 
revenue. It was also affected by rate changes in 1936; in 
June the fares of Eastern railroads were cut to 2 cents a 
mile for coach travel and 3 cents a mile for Pullman travel. 
It is difficult to measure the effect of this rate change on 
traffic in view of the improvement in economic conditions 
and in service and facilities. Passenger revenue showed 
larger percentage increases over 1935 in the second half of 


1936 than in the first half. 
MI 
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ToraL OPERATING REVENUES, CLass I RaiLroaps, JANUARY 1933—MARCH 
1937—Passenger fares of Eastern railroads were cut on June 1, 1936; @ 
freight rate reduction went into effect on January 1, 1937. 





Total revenues so far this year are not as high as for some 
of the peak months last year, but are well ahead of the first 
quarter of last year. Total revenues do not reflect other 
phases of the problems of railroad recovery. Class I rail- 
roads as a group showed a net operating income in 1936 
and in the first quarter of 1937 after four years of net losses. 


Cost of Living 


Tue cost of living in April, 1937, was 5 per cent higher 
than in March, 5.9 per cent higher than a year ago, 23.2 
per cent higher than in April, 1933, but still 10.8 per cent 
below the level of April, 1929, according to the National 
Industrial Conference Board’s index of living costs of wage 
earners. 

Four of the five groups of items increased from March 
to April: food, .2 per cent; housing, 1.2 per cent; clothing, 




































1923 = 100 








1933 1934 1935 1936 1937 


Cost oF LiviING oF WaGE EARNERS, JANUARY 1933-APRIL 1937—In this 
National Industrial Conference Board index, food is weighted 33; housing, 
20; clothing, 12; fuel and light, 5; and sundries, 30 per cent. 


.4 per cent; and sundries, .2 per cent. The fifth group, fuel 
and light, declined 1.3 per cent because of a decrease in coal 
prices. Food has increased the most, 43 per cent, over its 
1933 depression low. Over the last year, housing shows the 
largest gain, 12.3 per cent, because of increases in rents. 

The purchasing power of the dollar in payment of a 
wage earner’s living costs was 113.3 cents in April, 1937, as 
compared with 113.8 cents in March, 1937, 119.9 cents in 
April, 1936, and 100 cents in 1923. 


Rural Retail Sales 


Sates oF general merchandise in small towns and rural 
areas for April, 1937, were about 10.5 per cent higher than 
a year ago, according to preliminary estimates of the index 
of the Bureau of Foreign and Domestic Commerce. 

This index is seasonally adjusted and is for average daily 
dollar volume of certain chain store and mail-order house 
sales in places of less than 30,000 population. 

The April seasonally adjusted figure, 121.0, is lower than 
that for March, 126.0, reflecting slightly lower sales volume 
contrary to a usual seasonal gain. It is higher than any 
other April figure since January, 1929, the first month for 
which figures for this index are available. April, 1929, was 
120.0; April, 1933, 61.5. 





T. 
1929-31 = 100 
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RuRAL SaLes oF GENERAL MERCHANDISE, DOLLAR VALUE; JANUARY 1933- 
Aprit 1937—This U. S. Bureau of Foreign and Domestic Commerce index 
is based on chain store and mail order reports representing about one-fifth 
of all general merchandise sales in places of less than 30,000 inhabitants. 
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Tourist Camps 


IN 1935 there were 9,848 tourist camps in the United 
States, reports the 1935 Census of Business in its recently 
issued booklet on this phase of business activity. This in- 
cludes those places engaged primarily in furnishing tem- 
porary lodgings to tourists in cabins, camping space, or 
other camping facilities. 








TOURIST CAMPS — 1935 
mplo 
Number of Receipts yeni ian 
Establishments For Year 
NEW ENGLAND 763 $1,832,000 444 
Connecticut 44 89,000 25 
Matne 301 695,000 186 
Massachusetts 12 250,000 53 
New Hampshire 204 526,000 112 
Rhode Island and 102 272,000 68 
Vermont 
MIDDLE ATLANTIC 559 1,280,000 282 
New Jersey 48 76,000 2l 
New York 389 860,000 182 
Pennsylvania 122 344,000 79 
EAST NORTH CENTRAL 903 1,405,000 360 
Itbinols 113 138,000 36 
Indiana 122 185,000 38 
Michigan 199 319,000 82 
Ohio 180 341,000 79 
Wisconsin 289 422,000 125 
WEST NORTH CENTRAL 1,232 1,975,000 525 
owa 155 259,000 38 
Kansas 183 377,000 95 
Minnesota 408 411,000 137 
Missourl 263 429,000 139 
Nebraska 136 321,000 87 
North Dakota 13 50,000 8 
South Dakota 74 128,000 2 
SOUTH ATLANTIC 840 2,421,000 859 
Delaware, Dist. of . o 
Columbia, and Maryland oF 353,000 76 
Florida 252 558,000 192 
Georgla 163 $00,000 235 
North Carolina 115 275,000 lol 
South Carolina 71 46,000 110 
Virginta 139 427,000 126 
West Virginia 33 62,000 17 
EAST SOUTH CENTRAL 379 953,000 365 
Alabama 77 222,000 lol 
Kentucky 129 293,000 80 
Mississippi 43 79,000 42 
Tennessee 130 359,000 142 
WEST SOUTH CENTRAL 1,444 3,485,000 1,103 
Arkansas 193 390,000 123 
Loulsiana 64 131,000 68 
Oklahoma 216 395,000 9% 
Texas 971 2,569,000 818 
MOUNTAIN 1,585 4,535,000 884 
Arizona 308 1,048,000 226 
Colorado 413 781,000 154 
Idaho 128 329,000 59 
Montana 166 389,000 64 
Nevada 127 367,000 68 
New Mexico 213 791,000 156 
Uteh 90 312,000 80 
Wyoming 140 518,000 77 
PACIFIC 2,143 6,414,000 990 
Calitornia 1,440 4,951,000 751 
Oregon 386 812,000 136 
Washington 317 651,000 103 
TOTAL UNITED STATES 9,848 $24, 300,000 5,812 








Tourist Camps in THE UNiTep States; CENsus oF BUSINEsss 1935— 
Delaware, Rhode Island, and the District of Columbia are combined witn 
other States to avoid disclosing the operations of individual camps. 


The 7,814 tourist camps which conducted a filling sta- 
tion business in addition to their principal activity of renting 
cabins or camping space averaged $4,836 total receipts for 
the year. The other 2,034 camps averaged $1,851 receipts. 
Average receipts per person employed were $2,596 for the 
filling station camps; nearly twice the $1,202 average for 
the non-filling station enterprises. 

More than one-fourth of the tourist camps are located in 
four States: California, Texas, Colorado, and Minnesota, 
as the accompanying table shows. 




















LEGAL DECISIONS OF INTEREST 


TO BUSINESS 


EDITED BY BENJAMIN WERNE, S.J.D. 


Supervisor, Bureau of Legal Research, New York University 


Rate Regulation— 
Valuation of Property 


Tue Onio Bett Telephone Com- 
pany appeals from a holding ot The 
Public Utilities Commission of Ohio, 
sustained by the Supreme Court of 
Ohio, reducing the valuation of its 
property for years subsequent to 1925 
and ordering refunds of sums mount- 
ing into millions. The Commission 
determined for rate purposes the 
value of the telephone company’s 
property on documentary evidence of 
price trends which it refused to dis- 
close. The company was denied the 
opportunity to examine, analyze, ex- 
plain, and rebut the evidence adduced. 

Because the Commission reported 
its conclusion only, and not the under- 
lying proof, the United States Supreme 
Court, through Mr. Justice Cardozo, 
held that there was no fair hearing 
guaranteed by the due process clause 
of the constitution. The Commission’s 
conduct amounted to “condemnation 
without trial.” The State Supreme 
Court in affirming, decided that the 
findings of the Commission were sup- 
ported by the evidence, when the 
evidence that it approved was un- 
known and unknowable. In short 
the Ohio Supreme Court merely took 
the word of the Commission as to the 
outcome of a secret investigation and 
let it go at that. 

“Regulatory commissions” said Car- 
dozo, “have been invested with broad 
powers within the sphere of duty as- 
signed to them by law. Even in 
quasi-judicial proceedings their in- 
formed and expert judgment exacts 
and receives a proper deference from 
courts when it has been reached with 
due submission to constitutional re- 





straints... . Indeed much that they 
do within the realm of administrative 
discretion is exempt trom supervision 
if these restraints have been obeyed. 
All the more insistent is the need 
when power has been bestowed so 
freely that the ‘inexorable safeguard’ 
... of a fair and open hearing be 
maintained in its integrity. The right 
to such a hearing is one of the ‘rudi- 
ments of fair play’... assured to 
every litigant by the Fourteenth 
Amendment as a minimal require- 
ment.... There can be no com- 
promise on the footing of convenience 
or expediency, or because of a natural 
desire to be rid of harassing delay, 
when the minimal requirement has 
been neglected or ignored.” 


New Farm Mortgage 
Moratorium Upheld 


AN UNANIMOUS court speaking 
through Mr. Justice Brandeis upheld 
the constitutionality of the new 
Frazier-Lemke Act which through 
moratoria on farm mortgages miti- 
gates the rigors of foreclosure proceed- 
ings. The Act provides for a three- 
year moratorium within which the 
mortgagee may not foreclose. The 
moratorium is not an absolute one, 
but depends on certain stipulations by 
a bankruptcy court, z.e., the payment 
of a reasonable rental for the portion 
of the land retained. Though no 
provision is made by the Act for the 
mortgagee’s right to bid in the prop- 
erty or have it sold to satisfy his claims 
in the event of the farmer’s. default 
at the end of the moratorium, the 
court read this right into the Act from 
congressional debates, committee re- 
ports, and its basic policy to resolve 
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all reasonable doubts in favor of the 
validity of the law. 

The old Act was declared uncon- 
stitutional in Louisville Joint Stock 
Land Bank v. Radford, 295 U. S. 555, 
because it deprived the mortgagee of 
certain valuable property rights in his 
security, z.e., to retain his lien until 
payment of the debt, to realize on his 
security by public sale, to determine 
when such sale should be held | sub- 
ject to the discretion of the court,] to 
protect his interest by trading at such 
sale, and to control the mortgaged 
property during default including the 
collection of rents and profits by a 
receiver. 

The mortgagee contended that the 
new Act deprived him of the rights to 
determine when the sale shall be held 
and to control the property during the 
default, subject only to judicial discre- 
tion, and to have rents and profits col- 
lected by a receiver. The Court pointed 
out that the stay of judicial proceedings 
for three years was not absolute, but 
could be terminated and the sale or- 
dered at an earlier date. It further 
held that the mortgagee was not in- 
jured by allowing the mortgagor to 
retain possession subject to the super- 
vision and control of the court, for 
the court could order the property 
sold at an earlier time to protect the 
mortgagee against waste or other 
abuse. 

Support for the Frazier-Lemke Act 
the Supreme Court found in the 
“broad power” to establish uniform 
bankruptcy laws. Although the Act 
modifies remedial rights conferred by 
State law for the enforcement of deeds 
of trust it is not a violation of the due 
process clause of the Fifth Amend- 
ment. 




















Federal Unemployment 
Insurance Upheld 


In THREE of the most significant de- 
cisions handed down by the Supreme 
Court two phases of the Social Security 
Act have been declared constitutional: 
Federal and State insurance and Fed- 
eral old age annuity system. The 
mounting strength of the liberal wing 
was evidenced by the fact that only two 
Associate Justices, James C. McRey- 
nolds and Pierce Butler, viewed the 
Federal old age pension as unconsti- 
tutional. 

In Charles C. Steward Machine Co. 
v. Davis, the imposition by Title IX of 
the Social Security Act of an excise tax 
on employers of eight or more persons, 
was by a 5 to 4 vote declared a valid 
exercise of Congress’ power of taxation. 
The majority of the Court could see 
no merit to the petitioner’s claim that 
the relation of employment is one so 
essential to the pursuit of happiness 
that it may not be burdened with the 
weight of a tax. 

So-called “natural rights” explained 
Mr. Justice Cardozo, writing the ma- 
jority opinion “are as much subject to 
taxation as rights of less importance. 
What the individual does in the oper- 
ation of a business is amenable to tax- 
ation just as much as what he owns, at 
all events, if the classification is not 
tyrannical or arbitrary. The classes of 
taxes appropriate to Congress’ power 
to lay and collect taxes, duties, imports 
and excises are comprehensively used 
to cover customs and excise duties im- 
posed on importation, consumption, 
manufacture and sale of certain com- 
modities, privileges, particular business 
transactions, vocations, occupations 
and the like...” “The statute books 
of the States are strewn,” says Cardozo, 
“with illustrations of taxes laid on oc- 
cupations pursued of common right.” 
Nor did the Court find any basis for 
holding that this power of taxation 
“which belongs by accepted practice to 
the legislatures of the States has been 
denied by the Constitution to the Con- 
gress of the nation.” 








U.& U. 


“What is urgent, changes with 
the times.” —JusticE Carpozo. 


The tax does not violate the Fifth 
Amendment, for the exemptions 
created by the statute do not constitute 
an arbitrary classification. The exclu- 
sion from the operation of the tax by 
employers of fewer than eight em- 
ployees and of agricultural and domes- 
tic labor in other classes of less impor- 
tance has “support in considerations of 
policy and practical convenience that 
cannot be condemned as arbitrary.” 
Furthermore, since wide latitude of 
judgment is lawful for the States, as 
the cases abundantly demonstrate, “a 
fortiori, in legislation by the Congress, 
which is subject to restraints less nar- 
row and confining... .” 

Cyclical depressions, the Court con- 
tinued, have taken a heavy toll from 
the country at large. Individually the 
States have feared to institute unem- 
ployment insurance systems lest they 
place their industries at an economic 
disadvantage by imposing the neces- 
sary taxes. During the recent depres- 
sion two consequences ensued from 
this reluctance. First, State insurartce 
systems were not existent to relieve the 
national problem, and, second, in so 
far as the States failed to contribute re- 
lief according to their capacities, a dis- 
proportionate burden was laid upon 
the resources of the Federal Govern- 
ment. Thus an urgent need for co- 
operative endeavor brought forth the 
Social Security Act. 

In the light of recent events it cannot 
be said that the purpose of the tax is 


[41] 


to coerce the States to enact unemploy- 
ment compensation laws in violation 
of the Tenth Amendment. The tax- 
payer is not coerced, for he pays in ful- 
fillment of the mandate of the local 
legislature. 

The purpose of Federal intervention 
“is to safeguard its own treasury and 
as an incident to that protection to 
place the States upon a footing of equal 
opportunity.” The States do not by 
virtue of the statute abdicate the 
powers essential to their sovereign 
existence. The States are free without 
breach of an agreement to change their 
system overnight. 

“In determining essentials,” said 
Cardozo, “Congress must have the 
benefit of a fair margin of discretion. 
One cannot say with reason that this 
margin has been exceeded . . . . No- 
where in our scheme of government— 
in the limitations express or implied 
of our Federal Constitution—do we 
find that she [the State] is prohibited 
from assenting to conditions that will 
assure a fair and just requital for bene- 
fits received.” 


Federal Old Age Annuity and 
State Unemployment Insurance 


In Helvering v. Davis, Title II of the 
Social Security Act was held, by a 7-2 
decision, a proper exercise of Congress’ 
power to spend money in aid of the 
general welfare. The discretion to de- 
termine what is for the general welfare, 
said Cardozo, is not for the courts but 
“belongs to Congress, unless the choice 
is clearly wrong, a display of arbitrary 
power, not an exercise of judgment.” 

In Carmichael v. Southern Coal & 
Coke Co. and Carmichael v. Gulf 
States Paper Corporation, Mr. Justice 
Stone for the majority (5-4 decision) 
sustained the Alabama Unemployment 
Compensation Act, thereby assuring 
for practical purposes the constitution- 
ality of such State acts as come within 
the boundaries marked by the Act and 
Social Security Board. 

[ These latter two decisions will ap- 
pear in the July issue.] 


























WHAT’S NEW 


VIDENTLY a mere accident of 

geography and not spiteful retali- 
ation, Monte Carlo is becoming a finan- 
cial center of considerable importance. 
Owing to its accessibility to French- 
men, reports the London Financial 
News, thousands of accounts have been 
opened in the Principality of Monaco, 
where they are as much abroad as 
though they were in London or New 
York. Safe deposit box accommoda- 
tion has been exhausted for a long 
time. 

Many French speculators have also 
transferred to Monte Carlo the scene 
of their activities. The latest quota- 
tions of the Paris, London, and New 
York markets are posted regularly in 
the various banks and orders are forth- 
coming in large numbers and on a 
large scale. 


Man-made 


Nature is seldom bettered by imi- 
tators. It is news then when man 
makes a synthetic cellulose sponge 
which is four times more absorbent 
than its sea-grown brother. Such is the 
boast of E. I. duPont de Nemours, Inc., 
who turned the trick by chemically 
treating purified wood pulp. It also 
floats. 


Bad Guesses 


‘THE AVERAGE executive overestimates 
both his company’s percentage of the 
total market and the number of per- 
sons who either have heard of his 
product, believe the claims made for it, 
are using the product, or have found 
it satisfactory. Paradoxically, he also 
overestimates the importance of his 
competitors as a sales obstacle. Such 
at least has been the experience of the 
A. C. Nielson Company, marketing 
research organization, an American 
Management Association conference 
was told by Vice-President F. K. Leisch. 
The average executive also thinks his 














HERE AND THERE IN BUSINESS 


AS OBSERVED BY THE AGENCY’S REPORTERS 


product suffers a good deal more from 
price resistance than it actually does 
and is prone to overestimate the success 
of a deal or a new product. The final 
indictment in a list of nineteen—he 
refuses to spend enough money for 
marketing research. 


Prestidigitation 


Reapers of Printers Ink, Tide, Broad- 
casting and the New York Times must 
have wondered at the recent adver- 
tising campaign for Stunts, Inc., which 
was suspended almost as soon as it be- 
gan—too many inquiries. 

Professing to be “idea headquarters,” 
Stunts, Inc., was formed to develop 
wrinkles in magic which would be use- 
ful to national advertisers and adver- 
tising agencies. President is Julian J. 
Proskauer, who also heads the Society 
of American Magicians. Not a pro- 
fessional in the accepted sense, Pros- 
kauer nonetheless can cut a woman 
in eight pieces and is admired by 
colleagues for his courage in a sealed 
milk can. Vice-President of Stunts 


Purified wood pulp undergoes a series 
of chemical treatments and emerges as 
duPont's efficient, man-made sponge. 





is fully-accredited professional Robert 
Sherman. 

Directed by one or the other before 
they joined forces have been the 
“Chandu” campaign for Beechnut, 
Eddie Cantor’s Magic Club for Lehn 
& Fink, Thurston’s broadcasts for 
Swift & Co., and Lipton Tea’s “Your 
Fortune in Your Teacup.” Still others 
are “Fun at Cocktail Time” for Sea- 
gram, Ralston Purina’s “Bag O’ 
Tricks,” and Endicott Johnson’s “Boys’ 
Club of Magic.” 


Honor 


In coop faith, and hopeful of correct- 
ing abuses, National Distillers Products 
Corp., New York, has submitted to 
publishers a creed for the distilled 
spirits industry which is nothing if not 
complete. “We believes” number four- 
teen, and include frowns upon illus- 
trations of, or copy appealing to, 
women or youthful persons, advertis- 
ing in religious publications or Sunday 
newspapers, advertising over the radio, 
and illustrations of drinking at bars. 

Also frowned upon are illustrations 
of aviators, ships officers, seamen, loco- 
motive engineers, or Army, Navy or 
Marine Corps officers. Ditto liquor 
ads associated with Santa Claus, Easter 
rabbits, or cherry trees. 

It seems none too soon to advise pic- 
ture agencies to lay in a stock of photo- 
graphs showing a civilian, non-profes- 
sional grandfather sitting indoors, 
alone but serene, in the middle of the 
week—or at least some time between 
national holidays. 


Original Sin 

For THirty years there were no basic 
changes in the design or manufacture 
of roller conveyors. The rollers rolled; 
obviously if anything went wrong the 
fault was elsewhere. For many years 
things did go wrong. Usually it was 
because the objects carried had uneven 
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bottoms, which did not distribute their 
weight equally on the several rigidly- 
mounted rollers, or because crane oper- 
ators grew careless, dropping heavy 
loads on the conveyors from consider- 
able heights. Conveyor maintenance 
costs rose; fixing the blame for original 
sin became an academic matter. 
Now, after six months of tests, 
Mathews Conveyor Co. announces a 
conveyor with rollers mounted on 
Unevenly distributed loads 
automatically adjust themselves, fol- 


springs. 


lowing the mattress principle. Crane 
operators not only can be careless, but 
can bounce their loads as well. 


GWW 


Provuction for that industry-in- 
itself, Gone with the Wind, now totals 
1,350,000 units. The business of manu- 
facturing GWW’s is still in its first 
year, but on May 1 the amount of paper 
consumed was already ninety carloads, 
or put another way, eighty-eight square 
miles. Gloating a bit, the Macmillan 
Company has also figured out that the 
pages laid end to end would extend 
92,000 miles, encircle the globe almost 
four times. Ink consumption is a little 
more than a ton a month. 


Frugal 


WiLL-you-TELL-ME letters have re- 
peatedly set the Mercantile Agency at 
work finding managers for store- 
owners and store-owners for would-be 
managers, finding answers for profes- 





Reynolds seeks to replace tin-foil and 
wooden boxes with the packaging aids 
shown at the left; at the right, Mathew 
roller conveyors are set on springs to 
distribute weight and absorb shocks. 


sors embarrassed by precocious stu- 
dents, and acting as a clearing-house 
for odds and ends of credit and statis- 
tical information. But it has been 
some time since the Agency has been 
called upon to aid a frugal housewife. 
One April morning (after the first) 
came this request: 
DwuN AND BRADSTREET, INC., 
New York, N. Y. 
Gentlemen: 
Would you please give me the name of 
one or two china manufacturers? I am 
trying to find a place where I might get 
a cup made to match one I have broken. 
Yours very truly, 
DAS shs ale oe Sale Os 
ee . Street, 
Greenfield, Mass. 


Tekwood 


Tea cuests, declares Reynolds Inter- 
national Corp., have worried that in- 
dustry long enough; they have been 
heavy, have warped and splintered, and 
the loosely draped-in, protective foil 
has torn easily. Reynolds’ better mouse- 
trap consists of a built-up material 
called “Tekwood.” It comprises two 
layers of sulphate cylinder board sand- 
wiching a single ply of veneer and ap- 
plied under heavy pressure. Lighter, 
freight charges are less. Protected by 
the two outside layers, the veneer will 
not splinter and warping is negligible. 
To correct the final weakness, easily- 
torn linings, Reynolds has eliminated 





the “draping-in” principle and instead 
laminates a layer of aluminum foil to 
their “Tekwood.” 

If you wish to continue using your 
old tea chests, however, they suggest a 
combination liner of paper and foil, 
coated with a gum which—with metal 
sealing—keeps the package air-tight 
and moisture-tight even though the in- 
evitable pin points appear in the foil. 
The aluminum surface is said to afford 
insulation against radiant heat. Other 
products which are packaged in these 
liners include shredded tobacco, fruits, 
nuts, soaps and bakers’ supplies. 


Reflexes 


PsycHotocists who have persuaded 
advertisers to plan their campaigns in 
terms of group leaders may be dis- 
turbed by this note; or perhaps they 
just won't believe it. At any rate Mrs. 
Anna Steese Richardson, associate edi- 
tor of Women’s Home Companion, 
told an advertising club not long ago 
that the average woman would prefer 
knowing what a middle-class woman 
thinks about a product to reading testi- 
monials from society matrons and 
motion picture actresses. 

Complained Mrs. Richardson: too 
little effort is made to prepare ad- 
vertising which appeals to women, 
although they buy 85 per cent of con- 
sumer goods sold. Resenting sensa- 
tional or misleading statements, they 
prefer simple illustrations decently 
illustrated, she said. 
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HE STRENGTH of Middletown 

in Transition (Harcourt, Brace, 
$5), by Robert S. and Helen M. Lynd, 
lies in its being a sequel. For eighteen 
months in 1924 and 1925 Dr. and Mrs. 
Lynd made an intensive sociological 
study of a community which they con- 
sidered most representative of the 
United States. 

Geographically it was neither East 
nor West, North nor South. It was a 
city of 36,500, yet surrounded by farm- 
ing country. Both local and national 
enterprises were represented in its in- 
dustries. It had a morning newspaper, 
an evening newspaper, and a weekly 
newspaper. Its inhabitants were most- 
ly native born, some were black- 
skinned, a few were Jews. This city 


the Lynds called Middletown. Seek- 
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Edwin G. Nourse, Joseph S. Davis and 
John D. Black. Brookings, 600 pages, 
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ing to be as objective as cameras, they 
developed a series of word-pictures, 
snapshots of Middletown at work, at 
home, at school, and at play. The 
album which resulted was Middle- 
town: A Study in Contemporary 
American Culture. 

In June, 1935, after ten years which 
included both prosperity and depres- 
sion, Dr. Lynd and a staff of assistants 
returned to Middletown to study the 
net effect of these momentous years. 
Here at last, with a base period to work 
from, was an opportunity to establish 
meaningful comparisons. In a sense 
then the present volume was begun not 
two years ago, but twelve, and it is to 
the first “Middletown” what a motion 
picture is to a simple photograph. 

How has Middletown changed? In 


CURRENT READING 


AUTHOR 


| 


cern of 


some respects not at all. It still be- 
lieves that bigness and progress are 
synonymous, that character is more 
important than brains, that hard work 
is the key to success, that “American 
ways” are better than “foreign ways,” 
that present evils will largely cure 
themselves, that high tariffs are desir- 
able, that “experts” just “gum up” the 
working of democracy. It does not be- 
lieve in the non-optimist, the non- 
joiner, the unfriendly person, foreign- 
ers, international bankers, and persons 
who are not patriots—for city, State, 
and nation. 

But it is a hazardous undertaking for 
the authors to set down the fifteen-page 
credo from which these few come. 
Such a list assumes that Middletown’s 
inhabitants comprise a homogeneous 


SUMMARY 


A saga of the vital productive force which is the immediate con- 
F 14,000,000 persons. 
history and such present-day problems as the boll weevil, share- 
cropping, and government intervention. 


A popular treatment of cotton’s 


Investment of trust funds in common stocks is not unlawful; 
many common stocks represent sound investments and the pos- 
sibilities of inflation are sufficiently great to suggest that trust 
funds invested only in bonds and mortgages are in jeopardy. 


Three appraisals, sometimes in harmony, sometimes not, of 
Produce, former chief economist of Federal Triple-A origins and programs, with E. G. Nourse as senior 
author and the other authors interpolating their conflicting con- 
victions in dissenting footnotes and sections. 
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A college text through which some business men may wish to 
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and how their collective selections affect the economic system. 
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To serve all purposes a nation’s money should provide not only 
a satisfactory medium of exchange, but it should also serve as a 
dependable store of wealth; therefore, a return to the gold 
standard, with automatic, not controlled, flexibility. 


An inquiry into primary and secondary aims of the tax system, 
in Federal, State, and local spheres, with suggestions for changes 
to achieve an increased measure of efficiency and justice. 


A careful, scientific account of what has happened in their 
representative industrial community in the ten years of pros- 
| perity and depression since the authors issued their first report. 

















group, whereas the Lynds found class 
lines in bolder relief than ten years be- 
fore. An old section of the middle 
class has become an upper class; a sec- 
ond bracket groups together relatively 
small manufacturers and business men 
and high salaried employees; a third, 
small business men and low salaried 
persons; a fourth, skilled workers and 
foremen; a fifth, the semi-skilled and 





unskilled; sixth, “poor whites” and 
negroes. At one end the authors saw 
emerging a “note of self-conscious 
leisure,” at the other a growing, resent- 
ful feeling that the ladder of oppor- 
tunity had become in reality two sepa- 
rate and unconnected ladders. 

At the lower end especially there 
lingers the memory of a grave crisis, 
when help came not from the empty 


community chest nor idle factories, but 
from Washington. Just as in 1925, 
Middletonians of the lower brackets 
emphatically do not want something 
for nothing. They found being “on 
the country” distasteful. But a sig- 
nificant qualification is now present. 
In 1925 they wanted a job; that, of 
course, meant security. Today they 
want a job and security. 


BUSINESS BIRTHS AND DEATHS 


second grouping those of the same type 
after the change. Each set of columns 
is on a percentage basis. The result 
shows that, for all the succession cases, 
there was a slight increase in the num- 
ber of individual proprietorships, a 
considerable reduction in partnerships, 
and a marked gain in the number of 
corporations. 

When this picture is examined ac- 
cording to industrial groups, the shifts 
are more apparent. In the case of 
manufacturing, both proprietorships 
and partnerships recorded a loss while 
corporations increased in the process 
of succession. This is even more evi- 
dent in the record of wholesale trade. 
In retail trade, both individual pro- 
prietorships and corporations gained at 
the expense of the partnership form of 
organization. 


Flow and Back-wash 


These figures emphasize the neces- 
sity for recording our economic system 
in motion pictures. Not only is there 
a continual flow of births and deaths, 
but through these, the character of the 
population is changing. The trends 
which are described so easily, as for 
example the growth of corporations, 
are not without their back-wash of 
corporations being succeeded by pro- 
prietorships and partnerships, as an ex- 
amination of the chart on pages 10 and 
11 makes readily apparent. 

The business turnover problem, how- 
ever, is very largely one of individual 
proprietorships. Being usually depen- 
dent upon one person, such enterprises 


(Continued from page 11) 


frequently survive only as long as that 
individual is physically able and will- 
ing to direct the enterprise. Probably 
more often, they never are economi- 
cally successful, and survive only as 
long as it takes to exhaust the capital 
originally invested. Then the enter- 
prise disappears and is either directly 


succeeded by another optimistic pro- 
prietor, or is replaced by some other 
venture, likewise based upon small 
capital, inherited or saved. But some 
of them show enough promise to grow 
into partnerships and corporations. 
Hope springs eternal in the business 
breast. 




















Close friends — by telephone 


Father Knickerbocker and William Penn take first 
honors for inter-city telephoning. Records show 
that circuits connecting New York and Philadelphia 
carry more calls than any others of equal length. 

Throughout America, the telephone habit is 
stronger than anywhere else in the world. More 
than 26 billion calls are completed here each year. 

Such an enormous total shows how people de- 
pend upon the telephone in their every day affairs. 
And it spurs us on to make Bell System service 
still better, still more useful to you. 
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the burden of proof is on the defendant 
as the Robinson-Patman Act attempts 
to place it, is certain to be substantial; 
and the notoriety among customers 
and with the public leaves scars that not 
even an acquittal can heal. Adding to 
the natural risks, there is an incon- 
venient number of lawyers who are 
glad to press such suits ona contingent 
fee basis if given any reasonable 
opening. 


Doubtful Area 


It is an odd partnership—concept 
law and triple damages—with some 
measure of personal bias and cupidity 
called upon to assist in enforcing an 
unusually speculative field of law. The 
legal structure must of course pro- 
vide methods whereby citizens may 
recover for damages inflicted by those 
who overstep the bounds of fair deal- 
ing, but many otherwise friendly com- 
mentators are somewhat anxious over 
the extension of this privilege into areas 
in which there are no clear standards 
of right and wrong. The same reason- 
ing applies to criminal penalties. 

But however pontifical the judicial 
decrees, and whether or not supported 
by triple damages, concept laws are 
peculiarly susceptible to public opinion. 
The state of the public mind on eco- 
nomic trends is likely to have played 
more than a usual part in their crea- 
tion. Many of them are in fact much 
closer to the masses’ style of thinking 
than they are to legal precision, and 
come honestly by their vagueness. 
Their enforcement is even more likely 
than in the case of explicit laws to rise 
and fall with volatile public concern 
over the matters with which they deal. 
Furthermore, one might say that unless 
they correspond rather closely to pre- 
vailing levels of business ethics and 
commonsense, they will fail. Their 
real effect must appear in the degree to 
which they are voluntarily obeyed and 
not in terms of the cases brought to 
court. 





(Continued from page 15) 


But there are also definite advan- 
tages to concept law. When Congress 
gets in one of its impulsive moods with 
reference to semi-scientific subjects such 
as distribution and economic organi- 
zation, generalities can conceivably be 
less dangerous than too much preci- 
sion. In such situations, to express all 
of its passing emotions in finite rules 
might be rigidifying beyond all toler- 
ance and safety. Also, out of a welter 
of things to stipulate, it would be easy 
io the point of likelihood for it to pick 
on the wrong ones. The Anti-Trust 
Laws might have declared in 18go that 
no business enterprise should pass a 
certain size, whatever its impractica- 
bility for engineering processes in 1937, 
and thereafter have resisted change as 
other detail laws have resisted it. 
Congress might have made an absurd 
guess at the value of railroad properties 
that would have been definitely more 
harmful than the prolonged flounder- 
ings of the estimators. The Robinson- 
Patman Act might have insisted in so 
many words that advertising allow- 
ances should be sprayed over the 
market in exact proportion to money 
sales, unaware or unmindful of the 
major injustices that might be suf- 
fered by commerce to produce the 
minor justice; or that loss of three ac- 
counts by one seller to another should 


be proof of injury to competition. 


Interpretation 

At any rate the Commission and the 
Courts probably have the power to 
whittle down the Robinson-Patman 
Act to dimensions and areas of appli- 
cation that most men will consider 
reasonable. They may choose to ignore 
minor infractions through a strict inter- 
pretation of what constitutes injury. 
It is conceivable for example that 
disparities in credit terms will be dis- 
regarded unless there is unmistakable 
evidence of their consistent and de- 
liberate use to bestow advantages on 
certain customers; that functional dis- 
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counts will escape challenge unless out 
of all reason; that there will be no 
insistence on fine spun diffusion of 
advertising allowances; that the occa- 
sional and incidental violation will be 
regarded as without meaning or eco- 
nomic effect. 

Legislation by judicial distinction 
between degrees therefore has some- 
thing to be said for it, particularly in 
restless times. Congress filled this 
particular law with vague terms, which 
bewildered everyone but at the same 
time saved them from some myopic 
particulars that could have been even 
more embarrassing. As matters now 
stand, it is left to the more deliberate 
judgment of the Federal Trade Com- 
mission and the Courts to write equity 
into the new standards. Such a com- 
plete division of labor in law making 
may not have been exactly what the 
Fathers had in mind, but this time 
Congress invited it. 


Legislative Limits 


As economic organization has grown 
in complexity, it has become increas- 
ingly impossible for Congress to 
legislate in fine detail for every situa- 
tion it deems should be subject to a 
degree of public control. There has 
to be some such delegation of power. 
Principles or purposes are therefore 
stated, and their application to specific 
danger spots entrusted to fact finding, 
semi-judicial agencies, subject to review 
by the Courts. Sometimes a phrase is 
legislated so vague and lacking in either 
legal or popular meaning as to offer 
little more than a wave of the hand in 
the direction in which Congress wishes 
the country to go. Occasionally tiey 
have an emotional rather than rational 
setting, in which case the probabilities 
of error in a specific stipulation would 
be great. Under such circumstances 
there is lack of time and a paucity of 
facts for sober examination of all the 
multitudinous situations to which the 
law may apply. Legislators who pause 
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too long for reflection may get tram- 
pled by those who can recognize a call 
from the masses when they hear one. 

For all these reasons we have concept 
law. Sometimes it overreaches practi- 
cality, sometimes it is a too vague re- 
sponse to a not too analytical state of 
public dissatisfaction, but as a device 
of democratic government it is now 
indispensable. Sometimes the Courts 
disappoint the Congress. by compress- 
ing the action of its aims and agencies 
within boundaries of their own de- 
vising. In that case, subject to consti- 
tutional checks, the Congress has the 
privilege of extending such action ex- 
plicitly, and will probably do so if the 
public articulately demands it. If 
there is no such demand, the concept 
has no further immediate claim on 
either Congress or the Courts, what- 
ever its theoretical merit. 


Extended Control 


It is probable that at this present 
moment, whether or not the thought 
is in terms of the device, there is 
strong public desire for further dele- 
gation of control over business prac- 
tices. Part of the desire proceeds of 
course from business preference for 
clarity in even a disliked law; part of 
it from conviction that the business 
mechanism has become so unwieldy as 
to be able to use governors here and 
there to advantage—governors only to 
control top speed, not engineers with 
directionary powers. 

But all would agree that the process 
cf clarification and application needs to 
be improved. A notable suggestion is 
the current drive (a) to define more 
precisely the powers of the Federal 
Trade Commission in its task of par- 
ticularizing concept law in the infinite 
variety of transactions to which it ap- 
plies, and (b) to vest with the Com- 
mission or elsewhere the authority to 
approve and supervise business co- 
operative afforts in the still large twi- 
light zone between restraint of trade 
and approved practice. Others are 
asking for the increased use of declara- 
tory judgments by the Courts. 
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Many prominent business organiza- 
tions either want or are resigned to 
such a development. They do not 
always declare themselves, for in the 
present mood of many of them, such 
matters cannot altogether escape a poli- 
tical coloration, and on politics they 
are now shy. A broader but still fairly 


popular point of view on ail such 
legislation may be reflected by the 
President's Committee on Industrial 
Analysis in the following passage: 
“Nevertheless, we think it is a clear 
deduction from the evidence of the 
NRA experience that the administra- 
tion of such a law should be accom- 


TRADING IN COMMODITY 


and wished a similar medium in the 
case of the beans. They welcomed the 
futures market and used its facilities 
for hedging. 

After cocoa, cottonseed oil is perhaps 
the most active of the smaller successful 
New York futures markets. Futures 
trading was organized in 1904, but for 
several years there was little activity. 
Interest was gradually developed, how- 
ever, and the volume of trading has 
ranged from around 20,000 contracts in 
1934 to nearly 32,500 contracts last year. 
The latter figure entailed commissions 
of nearly $1,000,000. 

Considerable foreign as well as do- 
mestic trading comes to the cottonseed 
oil futures market here. The United 
States is easily the largest producer of 
the chief edible oil, cottonseed, and the 
chief edible fat, lard. 

Inasmuch as cottonseed oil and lard 
are competitive and therefore vary in- 
versely in price, crushers of edible oils, 
sellers of refined oils, margarine, and 
shortenings, and manufacturers of 
other products containing oils hedge 
by buying futures in both markets. A 
drop in price in one commodity will 
tend to be cancelled by an advance in 
the other, and the seller or manufac- 
turer thus protects himself in some 
measure against a drop in price during 
the period when he owns the com- 
modity. 

Because of this inverse price relation- 
ship speculators, on the other hand, can 
gamble in the grand manner when 
they think that the spread is too wide. 
Thus they sell futures in the com- 
modity whose price they think too 
high and buy futures for the one they 








(Continued from page 18) 


consider too low. Then if the spread 
narrows they make a profit on both 
transactions. If, however, the gap con- 
tinues to grow wider, they lose their 
shirts. 

On the other hand, tallow, which acts 
as an indicator of the price of the soap 
oils, has not attracted any following 
such as cottonseed oil has. It possesses 
many qualities similar to those which 
cottonseed oil has. Yet trading last year 
was limited to approximately 100 con- 
tracts. 


Inactive Markets 


Tobacco meets most of the require- 
ments for a successful futures market 
in that it keeps well, has world-wide 
demand, production is subject to no 
control, standards have been worked 
out by the Department of Agriculture, 
and the value of American output is 
larger than that of many products in 
which futures markets are operating. 
However, many manufacturers of ciga- 
rettes did not endorse the futures mar- 
ket and were not inclined to use it. 
With this part of the trade ignoring the 
futures market, it sank into slumber. 
A similar situation in crude oil and 
gasoline exists with the big gasoline re- 
finers uninterested. Futures quotations 
still are posted for these two futures 
markets but trading is virtually non- 
existent; one of the requisites, endorse- 
ment by the producers, was not present. 

In contrast to the futures markets in 
crude oil and gasoline organized by the 
Commodity Exchange, the hide futures 
market operating under its auspices 
stands out as a success. The market 
was organized as a separate exchange 










































panied by the right to introduce 
flexibility in the application of its pro- 
visions to the particular circumstances 
of particular industries; and we think 
that this experience throws grave doubt 
upon the wisdom of attaching to such 
provisions penalties of a criminal na- 
ture or even treble damages.” 


FUTURES 


in 1929, and business has shown a 
steady growth except for the worst de- 
pression years. Trading last year 
equalled 14,133 contracts. In the first 
full year of trading 9,574 contracts 
changed hands, and in 1935 the volume 
was 18,166 and in 1936, 14,133 contracts. 
This year transactions are almost four 
times as heavy as in the preceding year 
with the record for the four months at 
11,440 contracts. 

Hide standards left much to be de- 
sired before the exchange was organ- 
ized but since its inauguration satisfac- 
tory grades have been worked out. 
Annual production exceeds $100,000,- 
ooo in value and world output is much 
larger. The market in New York is 
the only one for futures so there is con- 
siderable foreign interest. Hides ap- 
parently meet the requisites for a 
successful futures market with no 
monopolistic factors in either produc- 
tion or consumption. 

With interest in commodities more 
general than at any time in the past, 
these so-called “smaller markets” may 
come to play an increasingly important 
part in the life of the country in the 
next decade. The general spread of 
economic knowledge and the realiza- 
tion that markets for all types of goods 
are interlinked and what may hurt one 
market may have repercussions in an- 
other has also helped to create interest 
in these futures exchanges. Mean- 
while, students of economics and trade 
observers are giving them more atten- 
tion since their movements frequently 
afford a clue to general business con- 
ditions in countries about which little 
current information is obtainable. 
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HAT article on prints in the May 

number encouraged us; business 
men apparently found nothing wrong 
with its appearance in a business pub- 
lication. Others, besides the editors, 
liked the prints. And so in the July 
number, along with our more weighty 
discussion of economics, statistics, 
trends, and developments, there will 
appear “Horsepower and Pegasus.” 

Under this heading Mr. A. M. Sulli- 
van will tell of the poetry that has been 
inspired by trade and by industry. 
From his manuscript we have just 
learned that modern poets do not have 
long hair and that the daughter of a 
railroad construction engineer was one 
of the first to write poetry about the 
Iron Horse. 

Mr. Sullivan knows poetry; readers 
will take increased interest in poems 
after reading his article. And this is a 
favorite subject with him; as a radio 
commentator he has presented a pro- 
gram on the “Poetry of Cities.” In its 
May number Esquire published his 
poem “The Midnight Caravan,” the 
story of the trucks moving north to 
New York. 


Next month, too, Dr. M. K. Ben- 
nett, Food Research Institute, Stanford 
University, will discuss standards of 
We of 
these United States have taken much 


living in various countries. 


pride in the high average standard of 
living produced by our business and 
Usually this 
pride is qualitative; indeed it is diff- 


economic mechanisms. 


cult for those well informed to make 
quantitative comparisons. 

Dr. Bennett makes no claim for 
exact numerical measures of standards 
of living. For fourteen countries he 
has worked out a comparison of three 
groups of items which shows roughly 
how the countries stand. The United 
States is first in the general index and 


OVER THE EDITOR’S DESK 


COMING NEXT MONTH 


in two of the groups; it is tied for first 
place in the third group. 


During the last eight years, many 
business men followed the financial 
affairs of their municipalities more 
closely than they had before. They 
were interested because of their taxes 
and the continuation of municipal 
services for their enterprises as well as 
for their homes—and often interested 
in the affairs of many cities because of 
their investments. 

It is not easy to measure the financial 
condition of a city. In “Balancing 
Municipal Budgets” in the July num- 
ber, Dr. Frederick L. Bird, Dun & 
Brapstreet’s Director of Municipal 
Research, will tell what to look for; 
what principles apply in municipal 
budget making. 


In time for the July number, there 
will be available for thirty of the more 
important of the 100 or more trades 
covered by the Dun & BrapstrEET 1936 
Retail Survey, averages eagerly awaited 





DUN’S REVIEW 


Willard L. Thorp, Editor; Norman C. Firth, 
Managing Editor; Raymond Brennan, Edwin B. 
George, Walter Mitchell, Jr., A. M. Sullivan, 
Associate Editors; J. A. D'Andrea, Statistician; 
Clarence Switzer, Art Director. 

SusscripTIon: $4 a year; $10 for three years; 
35 cents a copy. Outside the United States $5 
a year. 

Dun’s REvIEW goes to cach company using the 
services of Dun & BRapsTREET, INc. Service 
subscribers may obtain additional subscriptions to 
the magazine for executives, branches, and so on, 
at special rates . . . Published monthly. June, 
1937, Vol. 45, No. 2110. Copyright 1937, 
Dun & BrapstrEET, Inc. Printed in U. S. A. 


More detailed breakdowns of those. statistical 
data originally compiled by the publishers—busi- 
ness failures, bank clearings, building permits, 
wheat and other grain supplies, and price indexes 
which are summarized and interpreted each 
month in Dun’s Review (see pages 33-37)— 
are published monthly in Dwun’s Sratisticat 
Review, tables only, no text, $1 a year; $2 out- 
side the United States, 
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by retailers and by those who sell to 
retailers. 

There are not enough pages in 
this magazine to present all the cost of 
doing business figures contained in the 
Retail Survey. In July there will ap- 
pear a valuable summary of margins, 
total expenses, and profits (in per- 
centage of total sales) and of inventory 
turnover for thirty important lines. 
Those who also wish the complete 
Retail Survey will find helpful the in- 
formation about it on the next right- 
hand page. 


It was with regret that it was found 
necessary to postpone publication of 
the article from Dr. L. D. H. Weld, 
previously announced for this June 
number. Dr. Weld developed the ba- 
rometers of trade for twenty-nine re- 
gions and for the United States (pages 
26-32) and prepares the monthly 
figures. 

In the July number he will compare 
certain of these regional barometers 
with indexes of business for the same 
territories which have been prepared 
by institutions in these territories. His 
discussion, in showing wherein these 
barometers vary from the territorial 
indexes, will suggest to readers the 
particular usefulness of these measures 
of purchasing power. 

Incidentally, the editors have avail- 
able four-page folders which give the 
Regional Barometer figures by months 
from January, 1928, through Decem- 
ber, 1936, for the twenty-nine regions 
and for the United States. These were 
prepared for the use of those executives 
who wish to make exact comparisons of 
their sales by regions with these in- 
dexes. A copy will be sent upon re- 
quest. There are also available copies 
of a reprint of an article from the Sep- 
tember, 1936, number describing in de- 
tail the construction of the Regional 
Trade Barometers. 














LLOWAY 


NEW CONSTRUCTION 


AT Yavapai Point, on the southern rim of the Grand 
Canyon, the Forest Service Naturalist had just completed his 
lecture to the assembled tourists. He asked if there were any 
questions, and the Middle-Aged Lady spoke right up, “Why 
don’t they build a bridge across the Canyon?” Most politely, 
he replied, “There isn’t anything over there to go to.” 

He didn’t question the astounding assumption that our 
engineers were capable of building a ten-mile single-span bridge. 
He didn’t discuss the esthetic horror of a modern bridge over 
the ancient gulf. It was the direct and simple reply, “Where 
would it get you?” 

Because things can be done, is no reason for doing them. 
It is healthy to think occasionally in terms of where we want to 
go. At the moment, there are many specific suggestions in the 
air concerning the repair, regulation, or modification of fair and 
unfair competition and monopolistic practices. Perhaps, before 
going too far with many small separate bits of legislation, we 
ought to consider the fundamental issue. This means that 
our whole anti-trust policy and laws should be generally and 
deliberately reviewed. We ought to have some idea of where 
we want to go before we undertake very much construction. 


[50 ] 








